
DOCUMENT RESUME

ED 414 806 HE 030 699

TITLE Breaking the Social Contract. The Fiscal Crisis in Higher
Education.

INSTITUTION Council for Aid to Education, Santa Monica, CA.; Rand Corp.,
Santa Monica, CA. Inst. on Education and Training.

SPONS AGENCY California Education Roundtable.
REPORT NO CAE-100
PUB DATE 1997-05-00
NOTE 28p.; A report by the Commission on National Investment in

Higher Education. For related document, see HE 030 700.
PUB TYPE Opinion Papers (120) -- Reports Evaluative (142)
EDRS PRICE MF01/PCO2 Plus Postage.
DESCRIPTORS Accountability; College Attendance; Demography; Economic

Factors; Educational Change; *Educational Finance;
*Educational Policy; Financial Exigency; Financial Policy;
*Financial Problems; *Higher Education; Income;
Institutional Mission; Intercollegiate Cooperation;
*Outcomes of Education; Paying for College; Productivity;
*Socioeconomic Influences; Wages

ABSTRACT
This report presents the results of a 2-year study of the

fiscal condition of higher education in the United States. The study found
that at a time when the level of education needed for productive employment
is increasing, college costs and demand are rising much faster than funding.
Unless sweeping changes are made to control costs, millions of Americans will
be denied the opportunity to go to college, further exacerbating growing wage
disparities between rich and poor and threatening the economic and social
stability of the nation. Until now, institutions have covered rising costs by
sharp tuition increases; however, such increases will shortly begin to keep
Americans from pursuing higher education. And if future tuition increases are
capped at the rate of inflation, colleges and universities will face a
massive shortfall of resources by 2015. The report recommends that (1)
political leaders reallocate public resources to reflect the growing
importance of higher education; (2) institutions improve performance-based
assessment, faculty productivity, and internal accountability; (3)

institutions pursue greater mission differentiation; (4) institutions develop
sharing arrangements to improve productivity; and (5) that all citizens be
encouraged to pursue some form of postsecondary education. (MDM)

********************************************************************************

Reproductions supplied by EDRS are the best that can be made
from the original document.

********************************************************************************



i

I 2

I

U
 S

 D
E

P
A

R
T

M
E

N
T

O
F

 E
D

U
C

A
T

IO
N

O
ffi

ce
 o

 E
du

ca
tio

na
l

R
es

ea
rc

h 
an

d
Im

pr
ov

em
en

t

E
D

U
 A

T
IO

N
A

L
R

E
SO

U
R

C
E

S
E

R
IC

)IN
F

O
R

M
A

T
IO

N

C
E

N
T

E

T
hi

s 
do

cu
m

en
t

ha
s 

be
en

re
pr

od
uc

ed
 a

s

ire
ce

iv
ed

 fr
om

th
e 

pe
rs

on
 o

r
or

ga
ni

za
tio

n

on
gi

na
ttn

g 
it

O
 M

in
or

 c
ha

ng
es

ha
ve

 b
ee

n
m

ad
e 

to
 In

n/
IC

/V
C

re
pr

od
uc

tio
n 

Q
ua

lit
y

P
oi

nt
s 

of
 v

ie
w

 o
rop

on
to

nS
 s

la
te

d
in

 ti
lts

 d
oc

u-

m
en

t d
o 

no
t

ne
ce

ss
an

ly
 r

ep
re

se
nt

of
fic

ia
l

O
E

 R
I p

os
iti

on
or

 c
on

ey

P
E

R
M

IS
S

IO
N

 T
O

 R
E

P
R

O
D

U
C

E
A

N
D

D
IS

S
E

M
IN

A
T

E
 T

H
IS

 M
A

T
E

R
IA

L
H

A
S

B
E

E
N

 G
R

A
N

T
E

D
 B

Y

R
A

N
D

T
O

 T
H

E
 E

D
U

C
A

T
IO

N
A

L
R

E
S

O
U

R
C

E
S

IN
F

O
R

M
A

T
IO

N
 C

E
N

T
E

R
 (

E
R

IC
)

1

P

3



M
em

be
rs

 o
f t

he
 C

om
m

is
si

on
on

N
at

io
na

l

In
ve

st
m

en
t i

n 
H

ig
he

r 
[d

uc
al

-io
n

Jo
se

ph
 L

. D
io

nn
e,

 C
ha

ir
m

an

an
d 

C
E

O
, T

he
 M

cG
ra

w
-H

ill

C
om

pa
ni

es
 (

C
oc

ha
ir

)

T
ho

m
as

 K
ea

n,
 P

re
si

de
nt

,

D
re

w
 U

ni
ve

rs
ity

 (
C

oc
ha

ir
)

R
ob

er
t A

lb
ri

gh
t, 

E
xe

cu
tiv

e 
V

ic
e

Pr
es

id
en

t (
R

et
ir

ed
),

 E
du

ca
tio

na
l

T
es

tin
g 

Se
rv

ic
e

Jo
hn

 B
ig

gs
, C

ha
ir

m
an

 a
nd

C
E

O
, T

IA
A

-C
R

E
F

E
dw

ar
d 

D
on

le
y,

 F
or

m
er

C
ha

ir
m

an
, A

ir
 P

ro
du

ct
s

an
d 

C
he

m
ic

al
s,

 I
nc

.

M
itc

he
ll 

Fr
om

st
ei

n,
 C

ha
ir

m
an

,

Pr
es

id
en

t a
nd

 C
E

O
,

M
an

po
w

er
 I

nc
or

po
ra

te
d

V
ar

ta
n 

G
re

go
ri

an
, P

re
si

de
nt

,

B
ro

w
n 

U
ni

ve
rs

ity

D
. B

ru
ce

 J
oh

ns
to

ne
, F

or
m

er

C
ha

nc
el

lo
r,

 S
ta

te
 U

ni
ve

rs
ity

of
 N

ew
 Y

or
k

/9
E

 io
o 

(5
19

7)

D
av

id
 L

as
ce

ll,
 A

tto
rn

ey
 a

t L
aw

,

H
al

le
nb

ac
k,

 L
as

ce
ll,

 N
or

ri
s

an
d 

Z
or

n

H
ar

ol
d 

M
cG

ra
w

, J
r.

, C
ha

ir
m

an

E
m

er
itu

s,
 T

he
 M

cG
ra

w
-H

ill

C
om

pa
ni

es

B
ar

ry
 M

un
itz

, C
ha

nc
el

lo
r,

C
al

if
or

ni
a 

St
at

e 
U

ni
ve

rs
ity

D
ia

na
 N

at
al

ic
io

, P
re

si
de

nt
,

U
ni

ve
rs

ity
 o

f 
T

ex
as

 a
t E

l P
as

o

C
ha

rl
es

 R
ee

d,
 C

ha
nc

el
lo

r,
 S

ta
te

U
ni

ve
rs

ity
 S

ys
te

m
 o

f 
Fl

or
id

a

Pi
ed

ad
 F

. R
ob

er
ts

on
,

Su
pe

ri
nt

en
de

nt
 a

nd
 P

re
si

de
nt

,

Sa
nt

a 
M

on
ic

a 
C

om
m

un
ity

 C
ol

le
ge

H
ok

e 
Sm

ith
, P

re
si

de
nt

,

T
ow

so
n 

St
at

e 
U

ni
ve

rs
ity

Jo
hn

 Z
eg

lis
, G

en
er

al
 C

ou
ns

el

an
d 

Se
ni

or
 E

xe
cu

tiv
e 

V
ic

e

Pr
es

id
en

t, 
C

or
po

ra
te

 A
ff

ai
rs

,

A
T

&
T

 C
om

pa
ny

4

[x
- 

of
fic

io
 M

em
be

rs

R
og

er
 B

en
ja

m
in

, P
re

si
de

nt
,

C
ou

nc
il 

fo
r 

A
id

 to
 E

du
ca

tio
n

Ju
di

th
 S

. E
at

on
, C

ha
nc

el
lo

r,

M
in

ne
so

ta
 S

ta
te

 C
ol

le
ge

s

an
d 

U
ni

ve
rs

iti
es



T
o 

O
ur

 R
ea

de
rs

T
hi

s 
re

po
rt

 o
ff

er
s 

th
e 

re
su

lts
 o

f 
a 

tw
o-

ye
ar

 s
tu

dy
 b

y 
th

e 
C

om
m

is
si

on

on
 N

at
io

na
l I

nv
es

tm
en

t i
n 

H
ig

he
r 

E
du

ca
tio

n.
 E

st
ab

lis
he

d 
by

 th
e

C
ou

nc
il 

fo
r 

A
id

 to
 E

du
ca

tio
n 

in
 1

99
4,

 th
e 

C
om

m
is

si
on

 w
as

 a
sk

ed
to

 e
xa

m
in

e 
th

e 
fi

na
nc

ia
l h

ea
lth

 o
f 

A
m

er
ic

a'
s 

hi
gh

er
 e

du
ca

tio
n 

se
ct

or
.

O
ur

 c
en

tr
al

 f
in

di
ng

 is
 th

at
 th

e 
pr

es
en

t c
ou

rs
e 

of
 h

ig
he

r 
ed

uc
at

io
n

in
 w

hi
ch

 c
os

ts
 a

nd
 d

em
an

d 
ar

e 
ri

si
ng

 m
uc

h 
fa

st
er

 th
an

 f
un

di
ng

is
un

su
st

ai
na

bl
e.

 T
he

re
fo

re
, w

e 
ca

ll 
up

on
 th

e 
na

tio
n 

to
 a

dd
re

ss
 th

e

fi
sc

al
 c

ri
si

s 
no

w
, b

ef
or

e 
m

ill
io

ns
 o

f 
A

m
er

ic
an

s 
ar

e 
de

ni
ed

 a
cc

es
s

to
 a

 c
ol

le
ge

 e
du

ca
tio

n.

W
e 

re
co

m
m

en
d 

in
cr

ea
se

d 
pu

bl
ic

 f
un

di
ng

 o
f 

hi
gh

er
 e

du
ca

tio
n 

an
d

w
id

e-
ra

ng
in

g 
in

st
itu

tio
na

l r
ef

or
m

s.
 T

he
se

 r
ef

or
m

s 
w

ill
 r

eq
ui

re

st
ro

ng
 le

ad
er

sh
ip

 a
nd

 n
ew

 c
oa

lit
io

ns
. A

 n
ew

 c
oa

lit
io

n 
in

 it
se

lf
,

th
e 

C
om

m
is

si
on

 b
en

ef
itt

ed
 g

re
at

ly
 f

ro
m

 th
e 

pr
es

en
ce

 o
f 

le
ad

er
s

fr
om

 b
ot

h 
hi

gh
er

 e
du

ca
tio

n 
an

d 
co

rp
or

at
e 

A
m

er
ic

a.
 T

he
 b

us
in

es
s

co
m

m
un

ity
 h

as
 a

 d
ir

ec
t i

nt
er

es
t i

n 
th

e 
ou

tc
om

e 
of

 e
du

ca
tio

na
l

re
fo

rm
 a

nd
 b

ro
ad

 e
xp

er
ie

nc
e 

in
 th

e 
ki

nd
 o

f 
st

ra
te

gi
c 

th
in

ki
ng

 a
nd

in
te

rn
al

 r
es

tr
uc

tu
ri

ng
 th

at
 w

ill
 b

e 
re

qu
ir

ed
 o

f 
A

m
er

ic
an

 c
ol

le
ge

s

an
d 

un
iv

er
si

tie
s.

In
 a

 s
ep

ar
at

e 
vo

lu
m

e,
 w

e 
pr

es
en

t a
 s

er
ie

s 
of

 te
ch

ni
ca

l p
ap

er
s 

pr
ep

ar
ed

by
 R

A
N

D
 in

 s
up

po
rt

 o
f 

th
e 

C
om

m
is

si
on

's
 w

or
k.

 W
e 

w
is

h 
to

 th
an

k
ou

r 
co

lle
ag

ue
s 

on
 th

e 
C

om
m

is
si

on
 f

or
 th

e 
w

is
do

m
 a

nd
 e

xp
er

ie
nc

e

th
ey

 b
ro

ug
ht

 to
 o

ur
 ta

sk
. W

e 
al

so
 w

an
t t

o 
th

an
k 

R
A

N
D

 s
ta

ff
 f

or
 th

ei
r

us
ua

l s
ou

nd
 a

nd
 p

ro
vo

ca
tiv

e 
an

al
ys

is
, a

nd
 R

og
er

 B
en

ja
m

in
, P

re
si

de
nt

of
 th

e 
C

ou
nc

il 
fo

r 
A

id
 to

 E
du

ca
tio

n,
 f

or
 h

is
 le

ad
er

sh
ip

 in
 th

is
 e

ff
or

t.

Jo
se

ph
 L

. D
io

nn
e 

(C
oc

ha
ir

)
T

ho
m

as
 K

ea
n 

(C
oc

ha
ir

)

C
ha

ir
m

an
 a

nd
 C

E
O

Pr
es

id
en

t
T

he
 M

cG
ra

w
-H

ill
 C

om
pa

ni
es

D
re

w
 U

ni
ve

rs
ity



O
ve

rv
ie

w

Fo
r 

w
el

l o
ve

r 
a 

ce
nt

ur
y,

 th
e

A
m

er
ic

an
 h

ig
he

r 
ed

uc
at

io
n 

sy
st

em

ha
s 

se
t t

he
 w

or
ld

 s
ta

nd
ar

d 
fo

r

ac
ad

em
ic

 e
xc

el
le

nc
e 

an
d 

eq
ui

ta
bl

e

ac
ce

ss
 f

or
 a

ll 
ci

tiz
en

s.
 T

he
 M

or
ri

ll

A
ct

 o
f 

18
62

, w
hi

ch
 c

re
at

ed
 th

e

la
nd

 g
ra

nt
 u

ni
ve

rs
ity

, g
ua

ra
nt

ee
s

th
at

 a
ll 

ci
tiz

en
s 

w
ho

 c
an

 p
ro

fi
t

fr
om

 h
ig

he
r 

ed
uc

at
io

n 
w

ill
 h

av
e

ac
ce

ss
 to

 it
. T

od
ay

, h
ow

ev
er

,

th
er

e 
ar

e 
si

gn
s 

th
at

 th
is

 f
ar

-s
ig

ht
ed

so
ci

al
 c

on
tr

ac
t m

ay
 s

oo
n 

be
 b

ro
-

ke
n.

 T
he

 h
ig

he
r 

ed
uc

at
io

n 
se

c-
to

rb
y 

w
hi

ch
 w

e 
m

ea
n 

bo
th

pu
bl

ic
 a

nd
 p

ri
va

te
 in

st
itu

tio
ns

of
 p

os
ts

ec
on

da
ry

 e
du

ca
tio

n 
an

d
.

tr
ai

ni
ng

fa
ce

s 
ch

al
le

ng
es

un
pr

ec
ed

en
te

d 
in

 it
s 

hi
st

or
y,

 a
nd

it 
is

 f
lo

un
de

ri
ng

 in
 r

es
po

ns
e.

T
he

 m
on

et
ar

y 
di

ff
ic

ul
tie

s 
of

 c
ol

-

le
ge

s 
an

d 
un

iv
er

si
tie

s,
 th

ou
gh

t

fo
r 

a 
tim

e 
to

 b
e 

te
m

po
ra

ry
, n

ow

ap
pe

ar
 to

 b
e 

pa
rt

 o
f 

lo
ng

-t
er

m

tr
en

ds
 in

 th
e 

de
m

an
d 

fo
r 

en
ro

ll-

m
en

t a
nd

 th
e 

su
pp

ly
 o

f 
fu

nd
in

g.

D
em

an
d 

ha
s 

in
cr

ea
se

d 
se

ve
nf

ol
d

si
nc

e 
W

or
ld

 W
ar

 I
I 

an
d 

is
 e

xp
ec

t-

ed
 to

 c
on

tin
ue

 g
ro

w
in

g 
ov

er
 th

e

ne
xt

 tw
o 

de
ca

de
s.

 A
t t

he
 s

am
e

tim
e,

 o
pe

ra
tin

g 
co

st
s 

ha
ve

 e
sc

al
at

ed

an
d 

pu
bl

ic
-s

ec
to

r 
fi

na
nc

ia
l s

up
po

rt

ha
s 

fl
at

te
ne

d.
 A

s 
a 

re
su

lt,
 m

an
y

co
lle

ge
s 

an
d 

un
iv

er
si

tie
s 

ha
ve

 h
ad

to
 s

ha
rp

ly
 in

cr
ea

se
 tu

iti
on

 a
nd

 f
ee

s

an
d 

lo
ok

 f
or

 w
ay

s 
to

 c
on

tr
ol

 c
os

ts

in
 o

rd
er

 to
 a

vo
id

 f
in

an
ci

al
 d

is
as

te
r.

T
o 

ex
am

in
e 

th
e 

di
m

en
si

on
s 

an
d

im
pl

ic
at

io
ns

 o
f 

th
es

e 
tr

en
ds

, t
he

C
ou

nc
il 

fo
r 

A
id

 to
 E

du
ca

tio
n

(C
A

E
) 

la
un

ch
ed

 th
e 

C
om

m
is

si
on

on
 N

at
io

na
l I

nv
es

tm
en

t i
n 

H
ig

he
r

E
du

ca
tio

n 
in

 1
99

4.
 A

s 
m

em
be

rs
of

 th
e 

C
om

m
is

si
on

, w
e 

ad
dr

es
se

d

tw
o 

m
aj

or
 q

ue
st

io
ns

:

W
ill

 th
e 

cu
rr

en
t r

ev
en

ue
 b

as
e

an
d 

fu
nd

in
g 

so
ur

ce
s 

be

su
ff

ic
ie

nt
 f

or
 m

ee
tin

g 
hi

gh
er

ed
uc

at
io

n'
s 

fu
tu

re
 n

ee
ds

?

If
 n

ot
, w

ha
t s

te
ps

 c
an

 b
e

ta
ke

n 
to

 a
ve

rt
 a

 f
is

ca
l c

ri
si

s?

W
ha

t w
e 

fo
un

d 
w

as
 a

 ti
m

e 
bo

m
b

tic
ki

ng
 u

nd
er

 th
e 

na
tio

n'
s 

so
ci

al

an
d 

ec
on

om
ic

 f
ou

nd
at

io
ns

: A
t a

tim
e 

w
he

n 
th

e 
le

ve
l o

f 
ed

uc
at

io
n

ne
ed

ed
 f

or
 p

ro
du

ct
iv

e 
em

pl
oy

m
en

t i
s

in
cr

ea
si

ng
, t

he
 o

pp
or

tu
ni

ty
 to

 g
o 

to

co
lle

ge
 w

ill
 b

e 
de

ni
ed

 to
 m

ill
io

ns
 o

f

A
m

er
ic

an
s 

un
le

ss
 s

w
ee

pi
ng

 c
ha

ng
es

ar
e 

m
ad

e 
to

 c
on

tr
ol

 c
os

ts
, h

al
t s

ha
rp

in
cr

ea
se

s 
in

 tu
iti

on
, a

nd
 in

cr
ea

se

ot
he

r 
so

ur
ce

s 
of

 r
ev

en
ue

.

A
s 

se
rv

ic
e-

re
la

te
d 

jo
bs

 h
av

e 
co

m
e

to
 d

om
in

at
e 

th
e 

w
or

kp
la

ce
, t

he
co

lle
ge

 d
eg

re
eo

r 
at

 le
as

t s
om

e
fo

rm
 o

f 
po

st
se

co
nd

ar
y 

ed
uc

at
io

n
an

d 
tr

ai
ni

ng
ha

s 
re

pl
ac

ed
 th

e
hi

gh
 s

ch
oo

l d
ip

lo
m

a 
as

 th
e 

en
tr

y

ca
rd

 in
to

 r
ew

ar
di

ng
 e

m
pl

oy
m

en
t.

T
ho

se
 w

ho
 o

nl
y 

fi
ni

sh
 h

ig
h

sc
ho

ol
or

 d
ro

p 
ou

ts
ta

rt
 o

n
th

e 
lo

w
es

t r
un

g 
of

 th
e 

w
ag

e 
la

dd
er

an
d 

w
ill

 s
ee

 th
ei

r 
re

al
 h

ou
rl

y

w
ag

es
 a

ct
ua

lly
 d

ec
lin

e 
ov

er
 th

ei
r

w
or

ki
ng

 li
ve

s.
 U

nl
es

s 
th

e 
na

tio
n

m
ak

es
 a

 c
on

ce
rt

ed
 e

ff
or

t t
o 

ra
is

e

th
e 

le
ve

l o
f 

ed
uc

at
io

n 
an

d 
sk

ill
 o

f

th
es

e 
A

m
er

ic
an

s,
 th

e 
w

ag
e 

di
sp

ar
i-

ty
 b

et
w

ee
n 

th
e 

ri
ch

 a
nd

 th
e 

po
or

w
ill

 b
ec

om
e 

so
 la

rg
e 

th
at

 it
 w

ill

th
re

at
en

 b
ot

h 
A

m
er

ic
a'

s 
so

ci
al

 s
ta

-

bi
lit

y 
an

d 
its

 c
or

e 
de

m
oc

ra
tic

 v
al

-

ue
s.

 W
id

es
pr

ea
d 

ac
ce

ss
 to

 h
ig

he
r

ed
uc

at
io

n 
is

 th
er

ef
or

e 
cr

iti
ca

l t
o

th
e 

ec
on

om
ic

 h
ea

lth
 a

nd
 s

oc
ia

l

w
el

fa
re

 o
f 

th
e 

na
tio

n.

T
he

 h
ig

he
r 

ed
uc

at
io

n 
se

ct
or

, h
ow

-

ev
er

, i
s 

fa
ci

ng
 a

 c
at

as
tr

op
hi

c 
sh

or
t-

fa
ll 

in
 f

un
di

ng
. G

iv
en

 c
ur

re
nt

tr
en

ds
 in

 b
ot

h 
fu

nd
in

g 
an

d 
th

e
co

st
s 

of
 h

ig
he

r 
ed

uc
at

io
n,

 th
e

de
fi

ci
t i

n 
op

er
at

in
g 

ex
pe

ns
es

 f
or

th
e 

na
tio

n'
s 

co
lle

ge
s 

an
d 

un
iv

er
si

-

tie
s 

w
ill

 h
av

e 
qu

ad
ru

pl
ed

 b
y 

20
15

.

A
ss

um
in

g 
tu

iti
on

 in
cr

ea
se

s 
no

fa
st

er
 th

an
 in

fl
at

io
n,

 b
y 

th
at

 y
ea

r
U

.S
. c

ol
le

ge
s 

an
d 

un
iv

er
si

tie
s 

w
ill

fa
ll 

$3
8 

bi
lli

on
 s

ho
rt

 (
in

 1
99

5 
do

l-

la
rs

) 
of

 th
e 

an
nu

al
 b

ud
ge

t t
he

y
ne

ed
 to

 e
du

ca
te

 th
e 

st
ud

en
t

po
pu

la
tio

n 
ex

pe
ct

ed
 in

 2
01

5.

If
, h

ow
ev

er
, t

ui
tio

n 
in

cr
ea

se
s 

at

cu
rr

en
t r

at
es

ba
si

ca
lly

 d
ou

bl
in

g
by

 2
01

5t
he

 im
pa

ct
 o

n 
ac

ce
ss

w
ill

 b
e 

de
va

st
at

in
g:

 e
ff

ec
tiv

el
y

ha
lf

 o
f 

th
os

e 
w

ho
 w

an
t t

o 
pu

rs
ue

hi
gh

er
 e

du
ca

tio
n 

w
ill

 b
e 

sh
ut

 o
ut

.

T
o 

ad
dr

es
s 

a 
cr

is
is

 o
f 

su
ch

pr
op

or
tio

ns
, w

e 
ca

ll 
fo

r 
a 

tw
o-

pr
on

ge
d 

st
ra

te
gy

: i
nc

re
as

ed
 p

ub
lic

in
ve

st
m

en
t i

n 
hi

gh
er

 e
du

ca
tio

n



an
d 

co
m

pr
eh

en
si

ve
 r

ef
or

m
 o

f

hi
gh

er
 e

du
ca

tio
n 

in
st

itu
tio

ns
 to

lo
w

er
 c

os
ts

 a
nd

 im
pr

ov
e 

se
rv

ic
es

.

T
he

 s
ec

on
d 

of
 th

es
e,

 in
st

itu
tio

na
l

re
fo

rm
, i

s 
in

 f
ac

t a
 p

re
re

qu
is

ite
 f

or

in
cr

ea
se

d 
pu

bl
ic

 f
un

di
ng

. U
nl

es
s

th
e 

hi
gh

er
 e

du
ca

tio
n 

se
ct

or

ch
an

ge
s 

th
e 

w
ay

 it
 o

pe
ra

te
s 

by
un

de
rg

oi
ng

 th
e 

ki
nd

 o
f 

re
st

ru
ct

ur
-

in
g 

an
d 

st
re

am
lin

in
g 

th
at

 s
uc

ce
ss

-
fu

l b
us

in
es

se
s 

ha
ve

 im
pl

em
en

te
d,

it 
w

ill
 b

e 
di

ff
ic

ul
t t

o 
ga

rn
er

 th
e

in
cr

ea
se

s 
in

 p
ub

lic
 f

un
di

ng
 n

ee
de

d

to
 m

ee
t f

ut
ur

e 
de

m
an

ds
.

M
or

e 
sp

ec
if

ic
al

ly
, w

e 
m

ak
e 

th
es

e

re
co

m
m

en
da

tio
ns

:

A
m

er
ic

a'
s 

po
lit

ic
al

 le
ad

er
st

he

Pr
es

id
en

t, 
C

on
gr

es
s,

 g
ov

er
no

rs
,

m
ay

or
s,

 a
nd

 o
th

er
 s

ta
te

 a
nd

lo
ca

l o
ff

ic
ia

ls
sh

ou
ld

 r
ea

llo
-

ca
te

 p
ub

lic
 r

es
ou

rc
es

 to
 r

ef
le

ct

th
e 

gr
ow

in
g 

im
po

rt
an

ce
 o

f
ed

uc
at

io
n 

to
 th

e 
ec

on
om

ic

pr
os

pe
ri

ty
 a

nd
 s

oc
ia

l s
ta

bi
lit

y
of

 th
e 

U
ni

te
d 

St
at

es
. P

ub
lic

fu
nd

in
g 

of
 h

ig
he

r 
ed

uc
at

io
n

ha
s 

st
ag

na
te

d 
si

nc
e 

19
76

. I
t

is
 ti

m
e 

fo
r 

th
e 

na
tio

n 
to

re
ve

rs
e 

th
is

 p
ol

ic
y.

In
st

itu
tio

ns
 o

f 
hi

gh
er

 e
du

ca
-

tio
n 

sh
ou

ld
 m

ak
e 

m
aj

or
 s

tr
uc

-

tu
ra

l c
ha

ng
es

 in
 th

ei
r 

go
ve

r-

na
nc

e 
sy

st
em

 s
o 

th
at

 d
ec

is
io

n

m
ak

er
s 

ca
n 

as
se

ss
 th

e 
re

la
tiv

e

va
lu

e 
of

 d
ep

ar
tm

en
ts

, p
ro

-
gr

am
s,

 a
nd

 s
ys

te
m

s 
in

 o
rd

er

to
 r

ea
llo

ca
te

 s
ca

rc
e 

re
so

ur
ce

s.

T
hi

s 
w

ill
 e

nt
ai

l i
m

pr
ov

in
g

pe
rf

or
m

an
ce

-b
as

ed
 a

ss
es

sm
en

t,

de
fi

ni
ng

 a
nd

 m
ea

su
ri

ng
 f

ac
ul

ty

pr
od

uc
tiv

ity
, a

nd
 in

te
gr

at
in

g

ac
co

un
tin

g 
sy

st
em

s.

A
s 

pa
rt

 o
f 

th
ei

r 
ov

er
al

l r
es

tr
uc

-

tu
ri

ng
, c

ol
le

ge
s 

an
d 

un
iv

er
si

tie
s

sh
ou

ld
 p

ur
su

e 
gr

ea
te

r 
m

is
si

on
di

ff
er

en
tia

tio
n 

to
 s

tr
ea

m
lin

e

th
ei

r 
se

rv
ic

es
 a

nd
 b

et
te

r

re
sp

on
d 

to
 th

e 
ch

an
gi

ng
ne

ed
s 

of
 th

ei
r 

co
ns

tit
ue

nc
ie

s.

In
di

vi
du

al
 in

st
itu

tio
ns

 a
nd

pa
rt

s 
of

 s
ta

te
w

id
e 

sy
st

em
s

sh
ou

ld
 f

oc
us

 o
n 

th
ei

r 
po

in
ts

of
 c

om
pa

ra
tiv

e 
ad

va
nt

ag
e

ra
th

er
 th

an
 a

ll 
st

ri
vi

ng
 to

be
co

m
e 

fu
ll-

se
rv

ic
e 

ca
m

pu
se

s.

C
om

m
un

ity
 c

ol
le

ge
s,

 u
nd

er
-

gr
ad

ua
te

 u
ni

ve
rs

iti
es

, a
nd

re
se

ar
ch

 u
ni

ve
rs

iti
es

, f
or

 e
xa

m
-

pl
e,

 s
ho

ul
d 

em
br

ac
e 

di
ff

er
en

t

m
is

si
on

s,
 g

iv
e 

pr
io

ri
ty

 to
 a

ct
iv

i-
tie

s 
ce

nt
ra

l t
o 

th
os

e 
m

is
si

on
s,

an
d 

re
du

ce
 o

r 
el

im
in

at
e 

m
or

e-

m
ar

gi
na

l a
ct

iv
iti

es
.

C
ol

le
ge

s 
an

d 
un

iv
er

si
tie

s 
sh

ou
ld

de
ve

lo
p 

sh
ar

in
g 

ar
ra

ng
em

en
ts

 to

im
pr

ov
e 

pr
od

uc
tiv

ity
. A

 g
re

at
er

sh
ar

in
g 

of
 r

es
ou

rc
es

re
qu

ir
e-

m
en

ts
, c

la
ss

es
, s

er
vi

ce
s,

 in
fr

a-

st
ru

ct
ur

e,
 li

br
ar

ie
sc

ou
ld

 le
ad

to
 s

ig
ni

fi
ca

nt
 s

av
in

gs
 a

nd
 e

ve
n

im
pr

ov
e 

se
rv

ic
es

.

It
 is

 ti
m

e 
to

 r
ed

ef
in

e 
th

e 
ap

pr
o-

pr
ia

te
 le

ve
l o

f 
ed

uc
at

io
n 

fo
r 

al
l

A
m

er
ic

an
 w

or
ke

rs
 in

 th
e 

21
st

ce
nt

ur
y.

 A
ll 

ci
tiz

en
s 

pl
an

ni
ng

 to

en
te

r 
th

e 
w

or
kf

or
ce

 s
ho

ul
d 

be

en
co

ur
ag

ed
 to

 p
ur

su
ea

s 
a

m
in

im
um

so
m

e 
fo

rm
 o

f
po

st
se

co
nd

ar
y 

ed
uc

at
io

n 
or

tr
ai

ni
ng

.

T
hi

s 
re

fo
rm

 a
ge

nd
a 

ca
nn

ot
 b

e

im
pl

em
en

te
d 

by
 th

e 
hi

gh
er

 e
du

-
ca

tio
n 

es
ta

bl
is

hm
en

t a
lo

ne
. A

se
a 

ch
an

ge
 o

f 
th

is
 s

or
t r

eq
ui

re
s

th
e 

ac
tiv

e 
pa

rt
ic

ip
at

io
n 

of
 le

ad
-

er
s 

in
 g

ov
er

nm
en

t, 
bu

si
ne

ss
, a

nd

ed
uc

at
io

n,
 a

s 
w

el
l a

s 
th

e

A
m

er
ic

an
 p

ub
lic

. W
ith

 th
is

re
po

rt
, w

e 
ho

pe
 to

 c
on

ve
y 

th
e

ur
ge

nc
y 

of
 th

e 
si

tu
at

io
n.

 I
n 

ou
r

vi
ew

, t
he

 e
no

rm
ou

s 
de

fi
ci

ts
 f

ac
-

in
g 

th
e 

hi
gh

er
 e

du
ca

tio
n 

se
ct

or

in
 th

e 
ne

ar
 f

ut
ur

e 
ar

e 
m

or
e 

cr
iti

-

ca
l t

ha
n 

th
e 

m
uc

h 
pu

bl
ic

iz
ed

cr
is

is
 in

 th
e 

So
ci

al
 S

ec
ur

ity
 s

ys
-

te
m

. I
nd

ee
d,

 u
nl

es
s 

A
m

er
ic

a

m
an

ag
es

 to
 o

pe
n 

up
 th

e 
na

rr
ow

-
in

g 
bo

ttl
en

ec
k 

of
 h

ig
he

r 
ed

uc
a-

tio
n,

 th
er

e 
w

ill
 n

ot
 b

e 
en

ou
gh

ec
on

om
ic

 g
ro

w
th

 to
 s

up
po

rt
an

y 
ve

rs
io

n 
of

 th
e 

So
ci

al

Se
cu

ri
ty

 p
la

ns
 b

ei
ng

 d
is

cu
ss

ed
.

In
 v

er
y 

re
al

 a
nd

 p
ra

ct
ic

al
 te

rm
s,

ed
uc

at
io

n 
is

 th
e 

ke
y 

to
 th

e

na
tio

n'
s 

fu
tu

re
. A

m
er

ic
an

s 
m

us
t

en
su

re
 th

at
 it

 b
ec

om
es

 a
 n

at
io

n-

al
 p

ri
or

ity
.



T
h
e
 
T
h
r
e
a
t
 
f
r
o
m
 
W
i
t
h
i
n

R
ec

en
t s

hi
ft

s 
in

 A
m

er
ic

a'
s 

ec
on

o-

m
y 

ha
ve

 m
ad

e 
hi

gh
er

 e
du

ca
tio

n

m
or

e 
si

gn
if

ic
an

t t
ha

n 
ev

er
. T

he
in

du
st

ri
al

 jo
bs

 th
at

 o
nc

e 
fo

rm
ed

th
e 

ba
ck

bo
ne

 o
f 

th
e

ec
on

om
y

ar
e 

dw
in

dl
in

g 
an

d 
w

ill
 p

ro
vi

de

em
pl

oy
m

en
t f

or
 o

nl
y 

10
 p

er
ce

nt
of

 th
e 

w
or

kf
or

ce
 b

y 
th

e
ye

ar
20

00
. T

he
 s

er
vi

ce
-r

el
at

ed
 jo

bs

th
at

 a
re

 ta
ki

ng
 th

ei
r 

pl
ac

e 
re

qu
ir

e
a 

le
ve

l o
f 

kn
ow

le
dg

e 
an

d 
sk

ill

th
at

, f
or

 th
e 

m
os

t p
ar

t, 
ca

n 
be

ga
in

ed
 o

nl
y 

th
ro

ug
h 

pr
og

ra
m

s
of

fe
re

d 
at

 c
ol

le
ge

s 
an

d 
un

iv
er

si
-

tie
s.

If
 w

or
ke

rs
 in

 to
da

y'
s 

ec
on

o-

m
y 

ar
e 

cu
t o

ff
 f

ro
m

 h
ig

he
r 

ed
u-

ca
tio

n,
 th

ey
 w

ill
 b

e 
un

ab
le

 to

at
ta

in
 th

e 
pr

of
ic

ie
nc

y 
le

ve
ls

 n
ee

d-

ed
 to

 m
as

te
r 

ne
w

 te
ch

no
lo

gi
es

an
d 

en
te

r 
ne

w
 o

cc
up

at
io

ns
.

T
hi

s 
gr

ad
ua

l s
hi

ft
 in

 th
e 

ed
uc

a-

tio
na

l r
eq

ui
re

m
en

ts
 o

f 
to

da
y'

s

w
or

kf
or

ce
 h

as
 p

ut
 g

re
at

 p
re

ss
ur

es
on

 th
e 

en
tir

e 
ed

uc
at

io
na

l s
ys

te
m

.

T
he

 n
at

io
n 

m
us

t e
du

ca
te

 a
 la

rg
er

an
d 

m
or

e 
di

ve
rs

e 
po

pu
la

tio
n 

to

le
ve

ls
 n

ev
er

 b
ef

or
e 

re
qu

ir
ed

.

T
ho

se
 w

ho
 a

re
 c

on
te

nt
 w

ith
 a

hi
gh

 s
ch

oo
l d

ip
lo

m
a 

or
 w

ith
 n

ot

co
m

pl
et

in
g 

hi
gh

 s
ch

oo
l a

re
 li

ke
ly

to
 f

ac
e 

a 
bl

ea
k 

ec
on

om
ic

 f
ut

ur
e.

T
he

 g
ro

w
in

g 
di

sp
ar

ity
 in

 th
e

in
co

m
es

 o
f 

th
e 

ri
ch

 a
nd

 th
e 

po
or

is
 te

st
im

on
y 

to
 th

is
 f

ac
t.

If
 c

ur
-

re
nt

 tr
en

ds
 in

 w
ag

es
 a

nd
 f

am
ily

in
co

m
e 

pe
rs

is
t, 

th
e 

ec
on

om
ic

di
sp

ar
iti

es
 th

at
 w

ill
 e

xi
st

 in

A
m

er
ic

a 
by

 2
01

5 
w

ill
 p

os
e 

a

gr
av

e 
da

ng
er

 to
 s

oc
ie

ty
:

A
 m

uc
h 

la
rg

er
 p

ro
po

rt
io

n 
of

th
e 

po
pu

la
tio

n 
w

ill
 f

al
l b

el
ow

th
e 

st
an

da
rd

 o
f 

liv
in

g 
co

ns
id

-

er
ed

 a
ve

ra
ge

 to
da

y.

T
he

 r
ea

l h
ou

rl
y 

w
ag

es
 o

f 
th

e

av
er

ag
e 

m
al

e 
w

or
ke

r 
w

ill

de
cl

in
e 

by
 a

bo
ut

 2
5 

pe
rc

en
t

co
m

pa
re

d 
to

 w
ha

t t
he

 a
ve

r-

ag
e 

m
al

e 
ea

rn
ed

 in
 th

e

19
70

s.
 F

or
 th

os
e 

ne
ar

 th
e

bo
tto

m
 o

f 
th

e 
w

ag
e 

di
st

ri
bu

-

tio
n,

 h
ou

rl
y 

ea
rn

in
gs

 w
ill

 s
lip

by
 a

bo
ut

 4
4 

pe
rc

en
t.

W
hi

le
 f

am
ily

 in
co

m
es

 in
 th

e

hi
gh

es
t e

ar
ni

ng
 b

ra
ck

et
 w

ill
in

cr
ea

se
 b

y 
50

 p
er

ce
nt

, t
he

ea
rn

in
gs

 o
f 

th
e 

po
or

es
t f

am
i-

lie
s 

w
ill

 d
ec

lin
e 

by
 a

bo
ut

 3
6

pe
rc

en
t f

ro
m

 th
e 

le
ve

ls
 o

f

co
m

pa
ra

bl
e 

fa
m

ili
es

 in
 1

97
6,

cr
ea

tin
g 

an
 u

np
re

ce
de

nt
ed

in
co

m
e 

ga
p 

be
tw

ee
n 

th
e

na
tio

n'
s 

ri
ch

 a
nd

 p
oo

r.

T
he

 p
ro

po
rt

io
n 

of
 im

m
i-

gr
an

ts
 in

 th
e 

po
pu

la
tio

n 
w

ill

in
cr

ea
se

 to
 1

2 
pe

rc
en

t o
f 

th
e

la
bo

r 
fo

rc
e 

by
 2

01
5.

 U
nl

es
s

im
m

ig
ra

tio
n 

po
lic

y 
ch

an
ge

s,
m

os
t o

f 
th

e 
ne

w
 im

m
ig

ra
nt

s
w

ill
 c

om
e 

fr
om

 M
ex

ic
o 

an
d

C
en

tr
al

 A
m

er
ic

a,
 a

gr
ou

p
w

ith
 h

is
to

ri
ca

lly
 lo

w
 le

ve
ls

of
 e

du
ca

tio
n.

C
ol

le
ge

 e
du

ca
tio

n 
w

ill
 n

ot
 b

e

eq
ua

lly
 d

is
tr

ib
ut

ed
 a

m
on

g

et
hn

ic
/r

ac
ia

l g
ro

up
s,

 c
re

at
in

g
lit

tle
 c

ha
nc

e 
fo

r 
un

de
rr

ep
re

-

se
nt

ed
 g

ro
up

s 
to

 im
pr

ov
e

th
ei

r 
st

an
da

rd
 o

f 
liv

in
g.

 A
s

a 
re

su
lt,

 th
e 

ed
uc

at
io

na
l a

nd
ec

on
om

ic
 f

au
lt 

lin
es

 in
 th

e

U
ni

te
d 

St
at

es
 w

ill
 b

e 
dr

aw
n

in
cr

ea
si

ng
ly

 in
 te

rm
s 

of

et
hn

ic
ity

 a
nd

 r
ac

e.

T
hi

s 
po

rt
ra

it 
of

 th
e 

fu
tu

re
 is

 n
ot

a 
pr

ed
ic

tio
n 

bu
t a

 s
im

pl
e 

ex
tr

ap
-

ol
at

io
n 

of
 th

e 
ea

rn
in

g 
pa

tte
rn

s,

de
sc

ri
be

d 
m

or
e 

fu
lly

 b
el

ow
, o

f

th
e 

20
-y

ea
r 

pe
ri

od
 f

ro
m

 1
97

6 
to

19
95

 (
th

e 
m

os
t r

ec
en

t y
ea

r 
fo

r

w
hi

ch
 d

at
a 

w
er

e 
av

ai
la

bl
e)

. W
e

be
lie

ve
 th

e 
gr

ow
in

g 
ga

p 
be

tw
ee

n

th
e 

ri
ch

 a
nd

 th
e 

po
or

 is
 o

ne
 o

f
th

e 
gr

ea
te

st
 th

re
at

s 
to

 A
m

er
ic

a'
s

so
ci

al
 o

rd
er

. A
t t

he
 h

ea
rt

 o
f 

th
is

pr
ob

le
m

 is
 th

e 
pr

of
ou

nd
 c

ha
ng

e
th

at
 h

as
 ta

ke
n 

pl
ac

e 
in

 th
e 

le
ve

l

of
 k

no
w

le
dg

e 
an

d 
sk

ill
 r

eq
ui

re
d

to
 b

e 
a 

pr
od

uc
tiv

e 
w

or
ke

r 
in

to
da

y'
s 

ec
on

om
y.

 I
m

pr
ov

in
g 

th
e

ed
uc

at
io

n 
an

d 
tr

ai
ni

ng
 o

f 
al

l
A

m
er

ic
an

s 
is

, i
n 

ou
r 

vi
ew

, t
he

on
ly

 w
ay

 to
 c

om
ba

t t
hi

s 
th

re
at

an
d 

re
du

ce
 th

e 
gr

ow
in

g 
di

vi
de

.



T
re

nd
s 

in
 W

ag
es

 a
nd

fa
m

ily
 In

co
m

e
A

s 
ha

s 
be

en
 w

el
l d

oc
um

en
te

d 
in

re
se

ar
ch

, w
ag

e 
an

d 
fa

m
ily

in
co

m
e 

di
sp

ar
iti

es
 h

av
e 

be
en

gr
ow

in
g 

si
nc

e 
19

76
. F

ig
ur

e 
1

sh
ow

s 
th

e 
di

st
ri

bu
tio

n 
of

 h
ou

rl
y

w
ag

es
 a

m
on

g 
al

l m
al

e 
w

or
ke

rs
 in

th
e 

U
ni

te
d 

St
at

es
 in

 r
ea

l t
er

m
s,

ad
ju

st
ed

 f
or

 in
fl

at
io

n 
an

d

12
0

10
0 80 60 40 20 0

in
de

xe
d 

to
 1

97
6.

 (
In

 o
th

er
w

or
ds

, 1
97

6 
is

 s
ho

w
n 

as
 a

 b
as

e,

an
d 

w
ag

es
 e

st
im

at
ed

 f
or

 s
ub

se
-

qu
en

t y
ea

rs
 a

re
 s

ho
w

n 
as

 a
 p

er
-

ce
nt

ag
e 

of
 w

ha
t t

he
y 

w
er

e 
in

19
76

.)
 T

he
 f

ig
ur

e 
sh

ow
s 

on
ly

m
al

e 
w

ag
es

, b
ut

 d
is

pa
ri

tie
s 

in

fe
m

al
e 

w
ag

es
 a

re
 g

ro
w

in
g 

at

ab
ou

t t
he

 s
am

e 
ra

te
. T

he
 to

p
lin

e 
sh

ow
s 

ch
an

ge
s 

in
 e

ar
ni

ng

le
ve

ls
 f

or
 w

or
ke

rs
 a

t t
he

 9
0t

h

90
th

 p
er

ce
nt

ile
c7

=
, o

e 
op

pl
17

=

e 
...

..
50

th
 p

er
ce

nt
ile

10
th

 p
er

ce
nt

ile
...

...

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

19
76

19
80

19
85

19
90

19
95

20
00

20
05

20
10

20
15

fig
ur

e 
1L

on
g-

T
er

m
 T

re
nd

s 
in

 H
ou

rly
 W

ag
es

 o
f M

al
e 

W
or

ke
rs

pe
rc

en
til

e 
of

 a
ll 

m
al

e 
w

ag
e 

ea
rn

-

er
s.

It
 s

ho
w

s 
sl

ow
 g

ro
w

th
 o

ve
r

th
e 

20
 y

ea
rs

 e
xt

ra
po

la
te

d 
ou

t t
o

th
e 

fu
tu

re
.

T
he

 m
es

sa
ge

 h
er

e 
is

 th
at

 th
e

hi
gh

es
t p

ai
d 

w
or

ke
rs

 w
ill

 h
ol

d

th
ei

r 
ow

n 
to

 2
01

5.
 T

ho
se

 in
 th

e

50
th

 p
er

ce
nt

ile
w

or
ke

rs
 r

ig
ht

in
 th

e 
m

id
dl

e 
of

 th
e 

di
st

ri
bu

-

tio
nh

av
e 

lo
st

 a
bo

ut
 1

4 
pe

rc
en

t
in

 r
ea

l w
ag

es
 o

ve
r 

th
e 

20
 y

ea
rs

;

by
 2

01
5,

 th
ey

 w
ill

 b
e 

ea
rn

in
g

ab
ou

t 2
5 

pe
rc

en
t l

es
s 

th
an

 th
ey

ea
rn

ed
 in

 1
97

6.
 B

ut
 th

e 
m

os
t

st
ri

ki
ng

 c
on

se
qu

en
ce

 o
f 

cu
rr

en
t

tr
en

ds
 s

ho
w

s 
up

 in
 th

e 
fi

gu
re

s

fo
r 

w
or

ke
rs

 in
 th

e 
bo

tto
m

 1
0

pe
rc

en
t. 

If
 c

ur
re

nt
 tr

en
ds

 c
on

-
tin

ue
, t

he
se

 w
or

ke
rs

 w
ill

 b
e 

ea
rn

-

in
g 

lit
tle

 m
or

e 
th

an
 h

al
f 

of
 w

ha
t

th
ey

 e
ar

ne
d 

in
 1

97
6.

T
he

 n
um

be
rs

 f
or

 f
am

ily
 in

co
m

e

ov
er

 th
e 

sa
m

e 
pe

ri
od

 s
ho

w
 e

ve
n

w
id

er
 d

is
pa

ri
ty

. A
s 

Fi
gu

re
 2

sh
ow

s,
 f

am
ili

es
 a

t t
he

 to
p 

of
 th

e

sc
al

e 
w

ill
 b

e 
ea

rn
in

g 
ab

ou
t 5

0

9

pe
rc

en
t m

or
e 

in
 2

01
5 

th
an

 th
ey

di
d 

in
 1

97
6.

 T
hi

s 
is

 n
ot

 b
ec

au
se

m
en

's
 w

ag
es

 a
re

 g
oi

ng
 u

p,
 b

ut

be
ca

us
e 

m
or

e 
w

om
en

 a
re

 w
or

k-

in
g 

an
d 

fa
m

ili
es

 te
nd

 to
 b

e 
sm

al
le

r
th

an
 th

ey
 u

se
d 

to
 b

e,
 c

re
at

in
g

m
or

e 
w

or
ke

rs
 in

 th
e 

ec
on

om
y 

pe
r

fa
m

ily
. T

ho
se

 in
 th

e 
m

id
dl

e 
of

th
e 

in
co

m
e 

di
st

ri
bu

tio
n 

sc
al

e 
w

ill

be
 a

 li
ttl

e 
be

tte
r 

of
f,

 th
ou

gh
 n

ot
m

uc
h.

 B
ut

 f
or

 th
os

e 
in

 th
e 

bo
t-

to
m

 1
0t

h 
pe

rc
en

til
ec

on
si

st
in

g
la

rg
el

y 
of

 s
in

gl
e-

pa
re

nt
 f

am
ili

es

he
ad

ed
 b

y 
w

om
en

 a
nd

 f
am

ili
es

 o
f

lo
w

-e
du

ca
te

d 
im

m
ig

ra
nt

 p
op

ul
a-

tio
ns

w
e 

se
e 

a 
36

 p
er

ce
nt

 f
al

l i
n

in
co

m
e 

co
m

pa
re

d 
to

 w
ha

t f
am

ili
es

in
 th

at
 in

co
m

e 
br

ac
ke

t e
ar

ne
d 

in

19
76

. I
n 

th
at

 y
ea

r,
 f

am
ili

es
 a

t

th
e 

90
th

 p
er

ce
nt

ile
 e

nj
oy

ed
in

co
m

e 
le

ve
ls

 n
in

e 
tim

es
 g

re
at

er

th
an

 th
os

e 
of

 f
am

ili
es

 a
t t

he
 1

0t
h

pe
rc

en
til

e.
 B

y 
19

93
, t

he
 d

is
pa

ri
ty

w
as

 tw
el

ve
fo

ld
. A

t t
hi

s 
ra

te
, t

he

ra
tio

 w
ill

 e
xc

ee
d 

si
xt

ee
n 

to
 o

ne

by
 2

01
5.



16
0

14
0

12
0

10
0 80 60 40 20

0 19
76et

90
th

 p
er

ce
nt

ile 0.
0 

16
"

.0
0

50
th

 p
er

ce
nt

ile

**
**

**
*

10
th

 p
er

ce
nt

ile
...

...
...

...
...

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

19
80

19
85

19
90

19
95

20
00

20
05

20
10

fig
ur

e 
2L

on
g-

T
er

m

C
ha

ng
es

 in
 th

e

Im
m

ig
ra

nt
 P

op
ul

at
io

n

A
 d

ou
bl

in
g 

in
 th

e 
pr

op
or

tio
n 

of
im

m
ig

ra
nt

s 
in

 th
e 

w
or

kf
or

ce

si
nc

e 
th

e 
19

70
s 

(o
ve

r 
10

 p
er

ce
nt

of
 th

e 
w

or
kf

or
ce

 is
 n

ow
 f

or
ei

gn

bo
rn

) 
an

d 
th

e 
lo

w
er

 e
du

ca
tio

na
l

le
ve

l o
f 

m
or

e-
re

ce
nt

 im
m

ig
ra

nt
s

ar
e 

ad
di

tio
na

l f
ac

to
rs

 in
 th

e

T
re

nd
s 

in
 fa

m
ily

 E
ar

ni
ng

s

20
15

gr
ow

th
 o

f 
in

co
m

e 
di

sp
ar

ity
.

Fi
gu

re
 3

 s
ho

w
s 

th
e 

ch
an

gi
ng

 f
ac

e

of
 A

m
er

ic
a'

s 
im

m
ig

ra
nt

 w
or

k-

fo
rc

e.
 I

n 
19

70
, o

nl
y 

6 
pe

rc
en

t o
f

th
e 

im
m

ig
ra

nt
 w

or
kf

or
ce

 c
am

e

fr
om

 M
ex

ic
o 

or
 C

en
tr

al
 A

m
er

ic
a

an
d 

68
 p

er
ce

nt
 c

am
e 

fr
om

E
ur

op
e.

 I
n 

19
90

, 2
1 

pe
rc

en
t o

f
th

e 
im

m
ig

ra
nt

 w
or

kf
or

ce
 c

am
e

fr
om

 M
ex

ic
o 

or
 C

en
tr

al
 A

m
er

ic
a

an
d 

on
ly

 3
4 

pe
rc

en
t f

ro
m

E
ur

op
e.

 B
ec

au
se

 th
e 

ed
uc

at
io

na
l

le
ve

l o
f 

M
ex

ic
an

 a
nd

 C
en

tr
al

A
m

er
ic

an
 im

m
ig

ra
nt

s 
is

 lo
w

er

th
an

 th
at

 o
f 

ot
he

r 
im

m
ig

ra
nt

gr
ou

ps
, t

he
 e

ar
ni

ng
s 

of
 m

or
e-

re
ce

nt
 im

m
ig

ra
nt

s 
ha

ve
 d

et
er

io
ra

t-

ed
 r

el
at

iv
e 

bo
th

 to
 n

at
iv

e 
w

or
ke

rs

an
d 

to
 e

ar
lie

r 
im

m
ig

ra
nt

s 
an

d 
ar

e

lik
el

y 
to

 r
em

ai
n 

lo
w

 th
ro

ug
ho

ut

th
es

e 
im

m
ig

ra
nt

s'
 w

or
ki

ng
 li

ve
s.

If
 th

es
e 

tr
en

ds
 h

ol
d,

 a
 g

ro
w

in
g

pr
op

or
tio

n 
of

 w
or

ke
rs

 w
ill

 h
av

e

le
ss

 th
an

 a
 h

ig
h 

sc
ho

ol
 d

ip
lo

m
a

an
d 

w
ill

 f
ac

e 
de

cl
in

in
g 

ea
rn

in
gs

ov
er

 th
ei

r 
lif

et
im

es
.

E
du

ca
tio

n 
an

d 
In

co
m

e:

th
e 

In
tim

at
e 

Li
nk

T
he

 s
in

gl
e 

m
os

t i
m

po
rt

an
t f

ac
to

r

in
 d

et
er

m
in

in
g 

le
ve

l o
f 

in
co

m
e 

is

le
ve

l o
f 

ed
uc

at
io

n.
 F

ig
ur

e 
4 

sh
ow

s
th

e 
di

st
ri

bu
tio

n 
of

 r
ea

l h
ou

rl
y

68
%

 E
ur

op
e/

C
an

ad
a

6%
 M

ex
ic

o/
C

en
tr

al
 A

m
er

ic
a

3%
 J

ap
an

/K
or

ea
/C

hi
na

2%
 P

hi
lip

pi
ne

s rw
e-

e
21

%
 A

ll 
ot

he
rs 34

%
 E

ur
op

e/
C

an
ad

a

21
%

 M
ex

ic
o/

C
en

tr
al

 A
m

er
ic

a

9%
 J

ap
an

/K
or

ea
/C

hi
na

5%
 P

hi
lip

pi
ne

s

31
%

 A
ll 

ot
he

rs

19
70

19
90

fig
ur

e 
3C

ha
ng

in
g 

C
om

po
si

tio
n 

of
 A

m
er

ic
a'

s 
Im

m
ig

ra
nt

 P
op

ul
at

io
n



w
ag

es
 o

f 
m

al
e

w
or

ke
rs

 b
y 

ed
uc

a-

tio
n 

le
ve

l. 
M

en
 w

ith
 a

 c
ol

le
ge

ed
uc

at
io

n 
ha

ve
 k

ep
t p

ac
e 

w
ith

in
fl

at
io

n 
ov

er
 th

e 
20

-y
ea

r 
pe

ri
-

od
, m

en
 w

ith
 s

om
e 

co
lle

ge

ed
uc

at
io

n 
ha

ve
 s

ee
n 

a 
de

cl
in

e

in
 r

ea
l i

nc
om

e 
of

 1
4 

pe
rc

en
t,

an
d 

m
en

 w
ith

 o
nl

y 
a 

hi
gh

sc
ho

ol
 d

ip
lo

m
a 

ha
ve

 lo
st

 1
8

pe
rc

en
t. 

M
ea

nw
hi

le
, r

ea
l w

ag
es

of
 h

ig
h 

sc
ho

ol
 d

ro
po

ut
s 

ha
ve

de
cl

in
ed

 b
y 

25
 p

er
ce

nt
.

If
 th

es
e 

lin
es

 a
re

 d
ra

w
n 

ou
t

an
ot

he
r 

20
 y

ea
rs

 u
si

ng
 th

e

sa
m

e 
ra

te
s,

 th
e 

re
su

lt 
is

 d
ev

as
ta

t-

in
g.

 B
y 

20
15

, m
al

e 
w

or
ke

rs
w

ith
 o

nl
y 

a 
hi

gh
 s

ch
oo

l e
du

ca
-

tio
n 

w
ill

 h
av

e 
lo

st
 3

8 
pe

rc
en

t o
f

w
ha

t c
om

pa
ra

bl
e 

m
al

e 
w

or
ke

rs

ea
rn

ed
 in

 1
97

6.
 A

nd
 th

os
e

w
ith

ou
t a

 h
ig

h 
sc

ho
ol

 d
ip

lo
m

a

w
ill

 h
av

e 
lo

st
 5

2 
pe

rc
en

t i
n 

re
al

ea
rn

in
gs

 o
ve

r 
th

e 
sa

m
e 

pe
ri

od
.

If
 th

e 
U

.S
. e

co
no

m
y 

co
nt

in
ue

s

to
 p

la
ce

 a
 h

ig
h 

va
lu

e 
on

 a

co
lle

ge
-e

du
ca

te
d 

w
or

kf
or

ce
,

w
hi

ch
 w

e 
be

lie
ve

 it
 w

ill
, t

he
n

on
ly

 c
ol

le
ge

 g
ra

du
at

es
 w

ill
 b

e
ab

le
 to

 h
ol

d 
th

ei
r 

ow
n 

ec
on

om
i-

ca
lly

 o
ut

 to
 2

01
5.

 T
ho

se
 w

ho
at

te
nd

 s
om

e 
co

lle
ge

 w
ill

 n
ot

 d
o

ba
dl

y,
 b

ut
 th

os
e 

w
ho

 s
to

p 
pu

rs
u-

in
g 

an
 e

du
ca

tio
n 

be
fo

re
 o

r 
af

te
r

gr
ad

ua
tin

g 
fr

om
 h

ig
h 

sc
ho

ol
 w

ill

lo
se

 g
ro

un
d 

ov
er

 th
ei

r 
w

or
ki

ng

liv
es

.

T
hi

s 
ec

on
om

ic
 p

ol
ar

iz
at

io
n 

is
pa

rt
ic

ul
ar

ly
 tr

ou
bl

es
om

e 
in

 th
at

a 
gr

ow
in

g 
pr

op
or

tio
n 

of
 th

e
po

or
 w

ill
 b

e
A

fr
ic

an
 A

m
er

ic
an

an
d 

H
is

pa
ni

c.
 L

ik
e 

no
n-

H
is

pa
ni

c 
w

hi
te

s,
 A

fr
ic

an
A

m
er

ic
an

s 
an

d 
H

is
pa

ni
cs

 s
uf

fe
r

lif
el

on
g 

ec
on

om
ic

 c
on

se
qu

en
ce

s
if

 th
ey

 d
o 

no
t p

ur
su

e 
hi

gh
er

ed
uc

at
io

n.
 B

ec
au

se
 la

rg
er

 p
ro

 -
.

po
rt

io
ns

 o
f 

th
es

e 
tw

o 
gr

ou
ps

 f
ai

l

to
 g

o 
be

yo
nd

 h
ig

h 
sc

ho
ol

, l
ar

ge
r

pr
op

or
tio

ns
 o

f 
th

es
e 

gr
ou

ps
 a

re

am
on

g 
th

e 
po

or
. F

ig
ur

e 
5 

sh
ow

s
an

 in
de

x 
th

at
 c

on
ve

ys
 th

e 
ra

tio

12
0

10
0 80 60 40 20

44
1.

11
14

E
V

. 1
t,

C
ol

le
ge

\7
1

Q
1:

a2
m

at
o

S
om

e 
co

lle
ge

...
...

.
...

H
ig

h 
sc

ho
ol

...
...

Le
ss

 th
an

 h
ig

h 
sc

ho
ol

0
11

11
11

11
11

1,
1.

 1
1 

,1
11

,1
,1

19
76

 1
98

0
19

85
19

90
19

95
20

00
20

05
20

10
20

15

fig
ur

e 
4D

is
tr

ib
ut

io
n 

of
 R

ea
l M

ea
n 

H
ou

rly
 W

ag
es

 fo
r 

M
al

e

W
or

ke
rs

 b
y 

E
du

ca
tio

n 
Le

ve
l

of
 th

e 
nu

m
be

r 
of

 s
tu

de
nt

s 
in

hi
gh

er
 e

du
ca

tio
n 

fo
r 

va
ri

ou
s

et
hn

ic
/r

ac
ia

l g
ro

up
s 

to
 th

e 
to

ta
l

nu
m

be
r 

of
 1

8-
 to

 2
9-

ye
ar

-o
ld

s

in
 th

os
e 

gr
ou

ps
. T

he
 F

ig
ur

e
pl

ot
s 

ch
an

ge
s 

in
 th

at
 in

de
x 

ov
er

th
e 

20
 y

ea
rs

 a
nd

 e
xt

ra
po

la
te

s

th
e 

ra
te

s 
ou

t t
o 

20
15

.

A
s 

of
 1

99
5,

 A
si

an
s 

an
d 

Pa
ci

fi
c

Is
la

nd
er

s 
sc

or
ed

 o
ve

r 
40

 o
n

th
is

 in
de

x,
 a

nd
 n

on
-H

is
pa

ni
c

w
hi

te
s 

sc
or

ed
 ju

st
 o

ve
r 

30
. I

n
co

nt
ra

st
, A

fr
ic

an
 A

m
er

ic
an

s

an
d 

H
is

pa
ni

cs
 s

co
re

d 
ab

ou
t 2

0

an
d 

18
, r

es
pe

ct
iv

el
y.

 A
lth

ou
gh

pa
rt

ic
ip

at
io

n 
ra

te
s 

ar
e 

in
cr

ea
s-



.6
0

.5
0

.4
0

ro
.3

0

:1
6.

.2
0

.1
0 0 19

76
 1

98
0

A
si

an
 o

r 
P

ac
ifi

c 
Is

la
nd

er

__
""

A
fr

ic
an

 A
m

er
ic

an

...
...

. S
"

H
is

pa
ni

c

ag
o

w
t,

W
hi

te
, n

on
-H

is
pa

ni
c

.6
%

II
II

iin
II

iI
II

rI
I

It
tii

Ir
II

II
I
II

19
85

19
90

19
95

20
00

20
05

20
10

20
15

fig
ur

e 
5R

at
e 

of
 P

ar
tic

ip
at

io
n 

of
 D

iff
er

en
t E

th
ni

c 
/R

ac
ia

l

G
ro

up
s 

in
 H

ig
he

r 
E

du
ca

tio
n

in
g 

fo
r 

al
l g

ro
up

s,
 th

ey
 a

re
 c

ur
-

re
nt

ly
 in

cr
ea

si
ng

 m
or

e 
ra

pi
dl

y

fo
r 

w
hi

te
s 

an
d 

A
si

an
s 

th
an

fo
r 

A
fr

ic
an

 A
m

er
ic

an
s 

an
d

H
is

pa
ni

cs
. A

s 
a 

re
su

lt,
 th

e
ga

p 
co

ul
d 

w
id

en
 c

on
si

de
ra

bl
y

by
 2

01
5.

 O
nl

y 
by

 in
cr

ea
si

ng
th

e 
pr

op
or

tio
n 

of
 A

fr
ic

an

A
m

er
ic

an
s"

 a
nd

 H
is

pa
ni

cs
 g

oi
ng

to
 c

ol
le

ge
 c

an
 th

e 
ga

p 
be

st
ab

ili
ze

d 
or

 r
ed

uc
ed

.

It
 is

 in
 th

e 
in

te
re

st
 o

f 
al

l

A
m

er
ic

an
s 

to
 p

ro
m

ot
e 

hi
gh

er

le
ve

ls
 o

f 
ed

uc
at

io
n 

an
d 

tr
ai

ni
ng

fo
r 

th
os

e 
w

ho
 a

re
 r

ap
id

ly
 lo

si
ng

ea
rn

in
g 

po
w

er
 in

 A
m

er
ic

an
 s

oc
i-

et
y.

 L
ow

 le
ve

ls
 o

f 
ed

uc
at

io
n 

ar
e

po
w

er
fu

l p
re

di
ct

or
s 

of
 w

el
-

fa
re

 d
ep

en
de

nc
y,

 u
ne

m
pl

oy
-

m
en

t, 
an

d 
in

ca
rc

er
at

io
n,

 a
ll

of
 w

hi
ch

 a
re

 v
er

y 
co

st
ly

.

M
or

eo
ve

r,
 b

y 
20

15
 th

e

nu
m

be
r 

of
 w

or
ke

rs
 f

or
 e

ve
ry

re
tir

ee
 o

n 
So

ci
al

 S
ec

ur
ity

w
ill

 b
e 

at
 le

as
t o

ne
-f

if
th

w
ha

t i
t w

as
 5

0 
ye

ar
s 

ag
o.

T
hi

s 
m

ea
ns

 th
at

 a
 s

hr
in

ki
ng

pr
op

or
tio

n 
of

 A
m

er
ic

an
w

or
ke

rs
 w

ill
 n

ot
 o

nl
y 

ha
ve

to
 m

ai
nt

ai
n 

U
.S

. e
co

no
m

ic

co
m

pe
tit

iv
en

es
s 

in
 th

e 
gl

ob
al

m
ar

ke
tp

la
ce

, b
ut

 w
ill

 a
ls

o

ha
ve

 to
 s

up
po

rt
 th

e 
ec

on
om

-
ic

 b
as

e 
of

 th
e 

re
st

 o
f 

th
e

na
tio

n 
at

 th
e 

sa
m

e 
tim

e.

It
 is

 m
or

e 
im

po
rt

an
t t

ha
n

ev
er

 th
at

 th
is

 w
or

kf
or

ce
 b

e

ad
eq

ua
te

ly
 e

du
ca

te
d 

an
d

tr
ai

ne
d.

It
 is

 th
er

ef
or

e 
in

th
e 

na
tio

na
l i

nt
er

es
t t

ha
t

th
e 

w
id

es
t p

os
si

bl
e 

ac
ce

ss

to
 h

ig
he

r 
ed

uc
at

io
n 

be

m
ai

nt
ai

ne
d.

12



D
im

en
si

on
s 

of
 th

e 
fis

ca
l C

ris
is

W
ill

 A
m

er
ic

a'
s 

hi
gh

er
 e

du
ca

tio
n

se
ct

or
 b

e 
eq

ui
pp

ed
 to

 m
ee

t t
he

ne
ed

s 
of

 f
ut

ur
e 

st
ud

en
ts

? 
B

y 
th

e
ye

ar
 2

01
5,

 th
e 

na
tio

n 
m

us
t b

e

pr
ep

ar
ed

 to
 e

du
ca

te
 o

ve
r 

4 
m

il-

lio
n 

m
or

e 
st

ud
en

ts
 th

an
 it

 e
du

-
ca

te
d 

in
 1

99
5s

im
pl

y 
be

ca
us

e
of

 p
op

ul
at

io
n 

gr
ow

th
. I

f 
th

e
pr

op
or

tio
n 

of
 th

e 
po

pu
la

tio
n

th
at

 w
an

ts
 to

 a
tte

nd
 c

ol
le

ge
 a

ls
o

in
cr

ea
se

s,
 a

s 
w

e 
th

in
k 

it 
sh

ou
ld

,

th
en

 th
at

 n
um

be
r 

w
ill

 b
e 

ev
en

hi
gh

er
. W

ill
 th

e 
re

ve
nu

e 
ba

se
 o

f

co
lle

ge
s 

an
d 

un
iv

er
si

tie
s 

be
 s

uf
fi

-

ci
en

t t
o 

ha
nd

le
 s

uc
h 

an
 in

cr
ea

se

in
 th

e 
nu

m
be

rs
 o

f 
st

ud
en

ts
?

O
ur

 a
na

ly
si

s 
sh

ow
s 

th
at

 if
 c

ur
-

re
nt

 f
un

di
ng

 tr
en

ds
 c

on
tin

ue
,

th
e 

hi
gh

er
 e

du
ca

tio
n 

se
ct

or
 w

ill

fa
ce

 a
 c

al
am

ito
us

 s
ho

rt
ag

e 
of

re
so

ur
ce

s.
 U

nl
es

s 
pu

bl
ic

 f
un

di
ng

in
cr

ea
se

s 
si

gn
if

ic
an

tly
 a

nd
 in

st
i-

tu
tio

ns
 u

nd
er

go
 f

un
da

m
en

ta
l

in
te

rn
al

 r
es

tr
uc

tu
ri

ng
 to

 im
pr

ov
e

th
ei

r 
pr

od
uc

tiv
ity

, a
cc

es
s 

to
 h

ig
h-

er
 e

du
ca

tio
n 

w
ill

 b
e 

dr
am

at
ic

al
ly

re
du

ce
d 

in
 th

e 
fu

tu
re

.

G
ro

w
th

 in
 D

em
an

d

E
nr

ol
lm

en
t i

n 
A

m
er

ic
a'

s 
co

lle
ge

s

an
d 

un
iv

er
si

tie
s 

ha
s 

gr
ow

n 
ra

pi
d-

ly
 s

in
ce

 th
e 

19
30

s.
 T

hi
s 

gr
ow

th

w
as

 f
ue

le
d,

 o
f 

co
ur

se
, b

y 
a 

gr
ow

-

in
g 

U
.S

. p
op

ul
at

io
nb

ut
 w

hi
le

th
e 

po
pu

la
tio

n 
ha

s 
on

ly
 d

ou
bl

ed

1T
he

 N
at

io
na

l C
en

te
r 

fo
r 

E
du

ca
tio

n 
St

at
is

tic
s 

ha
s 

pu
bl

is
he

d 
pr

oj
ec

tio
ns

 to
 2

00
6.

 W
e

co
m

pu
te

d 
th

e 
pa

rt
ic

ip
at

io
n 

ra
te

s 
by

 a
ge

 im
pl

ic
it 

in
 th

os
e 

pr
oj

ec
tio

ns
 a

nd
 e

xt
ra

po
la

te
d

th
e 

tr
en

ds
 in

 th
os

e 
ra

te
s 

th
ro

ug
h 

20
15

. W
e 

th
en

 m
ul

tip
lie

d 
es

tim
at

ed
 p

ar
tic

ip
at

io
n

ra
te

s 
by

 th
e 

ce
ns

us
 p

ro
je

ct
io

ns
 o

f 
ag

e 
di

st
ri

bu
tio

ns
 o

f 
th

e 
po

pu
la

tio
n 

to
 2

01
5.

2S
in

ce
 m

an
y 

st
ud

en
ts

 a
tte

nd
 c

ol
le

ge
 o

n 
a 

pa
rt

-t
im

e 
ba

si
s,

 p
la

ci
ng

 s
m

al
le

r 
bu

rd
en

s 
on

in
st

itu
tio

ns
, t

he
y 

ar
e 

tr
ad

iti
on

al
ly

 c
ou

nt
ed

 a
s 

hi
ll-

tim
e 

eq
ui

va
le

nt
 s

tu
de

nt
s.

 F
or

ex
am

pl
e,

 a
 p

ar
t-

tim
e 

st
ud

en
t w

ho
se

 c
ou

rs
e 

lo
ad

 is
 7

0 
pe

rc
en

t o
f 

a 
fu

ll-
tim

e 
co

ur
se

lo
ad

 is
 c

ou
nt

ed
 a

s 
0.

7 
FT

E
. B

y 
th

is
 m

et
ho

d,
 h

ig
he

r 
ed

uc
at

io
n 

w
ill

 h
av

e 
to

 e
du

ca
te

ap
pr

ox
im

at
el

y 
3 

m
ill

io
n 

m
or

e 
FT

E
 s

tu
de

nt
s.

14 12

42
10

-
4 

-,
,

0 
m

"0
-

.a
al

8
"a

 L
I:

ii3
'1

7.
 6

.o
 ,

E
 c

D
 0

Z
 .7

=
"

4
E

.
._

.

0
1 

1,
1

1,
1 

L
.

1
I

I
1

1
1

1
1

1
1

1
1

1
1

1

19
76

 1
98

0
19

85
19

90
19

95
20

00
20

05
20

10

fig
ur

e 
6P

as
t E

nr
ol

lm
en

t a
nd

 P
ro

je
ct

ed
 D

em
an

d

si
nc

e 
19

30
, e

nr
ol

lm
en

t i
n 

hi
gh

er
ed

uc
at

io
n 

ha
s 

ex
pa

nd
ed

 te
nf

ol
d.

T
he

 a
dd

iti
on

al
 g

ro
w

th
 r

ef
le

ct
s

th
e 

ph
en

om
en

al
 in

cr
ea

se
 in

 th
e

pe
rc

en
ta

ge
 o

f 
A

m
er

ic
an

s 
pu

rs
ui

ng

ed
uc

at
io

n 
be

yo
nd

 h
ig

h 
sc

ho
ol

.

U
.S

. p
op

ul
at

io
n 

gr
ow

th
 is

ex
pe

ct
ed

 to
 c

on
tin

ue
 in

to
 th

e
ne

xt
 c

en
tu

ry
, a

s 
is

 th
e 

ra
te

 a
t

w
hi

ch
 A

m
er

ic
an

s 
go

 to
 c

ol
le

ge
.

3

20
15

A
s 

Fi
gu

re
 6

 s
ho

w
s,

1 
if

 th
es

e

tr
en

ds
 c

on
tin

ue
, t

he
 to

ta
l n

um
-

be
r 

of
 s

tu
de

nt
s 

in
 c

ol
le

ge
s 

an
d

un
iv

er
si

tie
s 

w
ill

 in
cr

ea
se

 f
ro

m

th
e 

19
95

 le
ve

l o
f 

10
.3

 m
ill

io
n

to
 a

bo
ut

 1
3.

2 
m

ill
io

n 
fu

ll-
tim

e
eq

ui
va

le
nt

 (
FT

E
) 

st
ud

en
ts

 b
y

20
15

.2



70
0

60
0

50
0

40
0

30
0

20
0

10
0 0 19

60

11
1=

 IM
O

I
I

H
E

PI

I C
P

I

19
65

19
70

19
75

19
80

19
85

19
90

fig
ur

e 
7G

ro
w

th
 o

f C
os

ts
 to

 H
ig

he
r 

E
du

ca
tio

n 
In

st
itu

tio
ns

G
ro

w
th

 in
 C

os
h

T
he

 c
os

ts
 p

er
 s

tu
de

nt
 in

 h
ig

he
r

ed
uc

at
io

n 
ha

ve
 a

ls
o 

ri
se

n.
 I

n

fa
ct

, t
he

y 
ha

ve
 g

ro
w

n 
co

ns
is

te
nt

ly

fo
r 

at
 le

as
t 3

0 
ye

ar
s,

 e
sc

al
at

in
g

sh
ar

pl
y 

si
nc

e 
th

e 
la

te
 1

97
0s

. T
he

H
ig

he
r 

E
du

ca
tio

n 
Pr

ic
e 

In
de

x

(H
E

PI
),

 p
ro

du
ce

d 
by

 R
es

ea
rc

h

A
ss

oc
ia

te
s 

of
 W

as
hi

ng
to

n,
 r

ef
le

ct
s

19
95

th
e 

re
al

 in
cr

ea
se

s 
in

 th
e 

pr
ic

es

pa
id

 b
y 

hi
gh

er
 e

du
ca

tio
n 

in
st

itu
-

tio
ns

 f
or

 g
oo

ds
 a

nd
 s

er
vi

ce
s

(f
ac

ul
ty

 s
al

ar
ie

s,
 f

or
 e

xa
m

pl
e)

.3

A
s 

Fi
gu

re
 7

 s
ho

w
s,

 th
e 

H
E

PI

ro
se

 m
or

e 
th

an
 s

ix
fo

ld
 b

et
w

ee
n

19
61

 a
nd

 1
99

5,
 m

uc
h 

fa
st

er

th
an

 in
fl

at
io

n 
as

 m
ea

su
re

d 
by

th
e 

C
on

su
m

er
 P

ri
ce

 I
nd

ex
 (

C
PI

).

B
et

w
ee

n 
19

80
 a

nd
 1

99
5,

 th
e

an
nu

al
 a

ve
ra

ge
 r

at
e 

of
 g

ro
w

th

in
 th

e 
co

st
s 

of
 p

ro
vi

di
ng

 h
ig

he
r

ed
uc

at
io

n 
ex

ce
ed

ed
 th

e 
C

PI
 b

y
a 

fu
ll 

pe
rc

en
ta

ge
 p

oi
nt

. A
 s

ec
to

r
w

ho
se

 c
os

ts
 g

ro
w

 f
as

te
r 

th
an

in
fl

at
io

n 
fo

r 
an

 e
xt

en
de

d 
pe

ri
od

ul
tim

at
el

y 
re

ac
he

s 
th

e 
lim

its
 o

f

av
ai

la
bl

e 
re

so
ur

ce
s,

 a
s 

ha
s 

be
en

de
m

on
st

ra
te

d 
in

 th
e 

he
al

th
ca

re
 in

du
st

ry
.

D
ec

lin
e 

in
 P

ub
lic

 fu
nd

in
g

W
hi

le
 b

ot
h 

en
ro

llm
en

t a
nd

 c
os

ts

ha
ve

 in
cr

ea
se

d 
ra

pi
dl

y 
ov

er
 th

e

la
st

 tw
o 

de
ca

de
s,

 p
ub

lic
 f

un
di

ng

fo
r 

th
e 

se
ct

or
 h

as
 n

ot
 k

ep
t p

ac
e.

Fi
gu

re
 8

 s
ho

w
s 

to
ta

l p
ub

lic

ap
pr

op
ri

at
io

ns
 to

 h
ig

he
r 

ed
uc

a-
tio

n 
fr

om
 f

ed
er

al
, s

ta
te

, a
nd

 lo
ca

l

so
ur

ce
s 

in
 r

ea
l t

er
m

st
ha

t i
s,

ad
ju

st
ed

 f
or

 in
fl

at
io

np
er

 s
tu

-
de

nt
 (

by
 w

hi
ch

 w
e 

al
w

ay
s 

m
ea

n

FT
E

 s
tu

de
nt

) 
re

la
tiv

e 
to

 1
97

6.
4

A
s 

ca
n 

be
 s

ee
n,

 p
ub

lic
 s

up
po

rt

pe
r 

st
ud

en
t h

as
 ju

st
 k

ep
t p

ac
e

w
ith

 in
fl

at
io

n,
 b

ut
 r

ea
l c

os
ts

 p
er

st
ud

en
t h

av
e 

gr
ow

n 
by

 a
bo

ut
 4

0
pe

rc
en

t.

In
 e

ff
ec

t, 
th

e 
U

ni
te

d 
St

at
es

ha
s 

be
en

 u
nd

er
fu

nd
in

g 
hi

gh
er

ed
uc

at
io

n 
si

nc
e 

th
e 

m
id

-1
97

0s
.

Fi
gu

re
 9

 s
ho

w
s 

th
e 

sh
ar

e 
of

 p
er

-

so
na

l i
nc

om
e 

al
lo

ca
te

d 
th

ro
ug

h

go
ve

rn
m

en
t a

pp
ro

pr
ia

tio
ns

3T
he

 H
E

PI
 m

ea
su

re
s 

th
e 

av
er

ag
e 

ch
an

ge
 in

 p
ri

ce
s 

ov
er

 ti
m

e 
fo

r 
a 

fi
xe

d 
ba

sk
et

 o
f

go
od

s 
an

d 
se

rv
ic

es
 th

at
 h

ig
he

r 
ed

uc
at

io
n 

in
st

itu
tio

ns
 b

uy
 to

 s
up

po
rt

 c
ur

re
nt

 o
pe

ra
-

tio
ns

. T
he

se
 g

oo
ds

 a
nd

 s
er

vi
ce

s 
in

cl
ud

e 
sa

la
ri

es
 o

f 
fa

cu
lty

, a
dm

in
is

tr
at

io
n,

 a
nd

 o
th

er
pr

of
es

si
on

al
 a

nd
 n

on
pr

of
es

si
on

al
 p

er
so

nn
el

; c
on

tr
ac

te
d 

se
rv

ic
es

 s
uc

h 
as

 c
om

m
un

ic
a-

tio
ns

 a
nd

 tr
an

sp
or

ta
tio

n;
 s

up
pl

ie
s 

an
d 

m
at

er
ia

ls
; e

qu
ip

m
en

t; 
lib

ra
ry

 a
cq

ui
si

tio
ns

; a
nd

ut
ili

tie
s.

 S
ee

 I
nf

la
tio

n 
M

ea
su

re
s 

fo
r 

Sc
ho

ol
s,

 C
ol

le
ge

s,
 a

nd
 L

ib
ra

ri
es

, R
es

ea
rc

h 
A

ss
oc

ia
te

s
of

 W
as

hi
ng

to
n,

 W
as

hi
ng

to
n,

 D
.C

., 
19

95
.

4N
at

io
na

l C
en

te
r 

fo
r 

E
du

ca
tio

n 
St

at
is

tic
s,

 D
ig

es
t o

f 
E

du
ca

tio
na

l S
ta

tis
tic

s,
 U

.S
.

D
ep

ar
tm

en
t o

f 
E

du
ca

tio
n,

 O
ff

ic
e 

of
 E

du
ca

tio
na

l R
es

ea
rc

h 
an

d 
Im

pr
ov

em
en

t,
W

as
hi

ng
to

n,
 D

.C
., 

va
ri

ou
s 

ye
ar

s.

14



Z
t.) a.

H

u)
0

O
 C

D

-0
 0

O
a)

1.
5

>

oc 
co 92 ca

1.
0

L
S

L
ir

-
a

c- a)
0.

5
ai

1:
3

C
C

'6

2.
5

2.
0 0

I
i

I

R
ea

l c
os

t p
er

st
ud

en
t

R
ea

l g
ov

er
nm

en
t

su
pp

or
t p

er
st

ud
en

t

I
I

I

19
76

 1
97

8 
19

80
 1

98
2 

19
84

 1
98

6 
19

88
 1

99
0 

19
92

 1
99

4

fig
ur

e 
8G

ov
er

nm
en

t A
pp

ro
pr

ia
tio

ns
 to

 H
ig

he
r

E
du

ca
tio

n 
ov

er
 2

0 
Y

ea
rs

to
 h

ig
he

r 
ed

uc
at

io
n 

fr
om

 1
96

0
to

 1
99

4.
 I

n 
th

e 
19

60
s 

an
d 

ea
rl

y
19

70
s,

 A
m

er
ic

an
s 

do
ub

le
d 

th
e

sh
ar

e 
of

 th
ei

r 
in

co
m

e 
th

at
 w

en
t

to
 h

ig
he

r 
ed

uc
at

io
nf

ro
m

 $
7

to
 a

bo
ut

 $
14

 p
er

 $
1,

00
0 

ea
rn

ed
.

Si
nc

e 
19

76
, h

ow
ev

er
, t

ha
t s

ha
re

ha
s 

be
en

 s
te

ad
ily

 d
ec

re
as

in
g.

T
ax

 r
ev

en
ue

s 
as

 a
 s

ha
re

 o
f 

pe
r-

so
na

l i
nc

om
e 

ac
tu

al
ly

 in
cr

ea
se

d

sl
ig

ht
ly

 o
ve

r 
th

e 
pe

ri
od

 s
ho

w
n

in
 F

ig
ur

e 
9.

 I
n 

fa
ct

, t
he

y 
ha

ve

be
en

 in
cr

ea
si

ng
 s

in
ce

 1
97

6.

W
ha

t h
as

 c
ha

ng
ed

 is
 g

ov
er

n-

m
en

t s
pe

nd
in

g 
pr

io
ri

tie
s.

 A
t

th
e 

fe
de

ra
l l

ev
el

, t
he

 g
ro

w
th

 o
f

en
tit

le
m

en
ts

m
os

t n
ot

ab
ly

,
So

ci
al

 S
ec

ur
ity

, M
ed

ic
ar

e,
 a

nd

M
ed

ic
ai

dh
as

 d
om

in
at

ed
fe

de
ra

l s
pe

nd
in

g,
 a

s 
Fi

gu
re

 1
0

ill
us

tr
at

es
. M

an
da

to
ry

 s
pe

nd
in

g
on

 e
nt

itl
em

en
t p

ro
gr

am
s 

an
d

in
te

re
st

 o
n 

th
e 

na
tio

na
l d

eb
t c

on
-

su
m

ed
 a

bo
ut

 3
8 

pe
rc

en
t o

f 
th

e
fe

de
ra

l b
ud

ge
t i

n 
19

65
. I

n 
19

95
,

th
ey

 a
cc

ou
nt

ed
 f

or
 a

bo
ut

 6
7 

pe
r-

ce
nt

. T
he

 e
nt

itl
em

en
t p

ro
gr

am
s

fo
cu

s 
la

rg
el

y 
on

 o
ld

er
 A

m
er

ic
an

s,

w
hi

ch
 m

ea
ns

 th
at

 a
s 

th
e 

ba
by

bo
om

er
s 

ag
e,

 th
e 

po
pu

la
tio

n

0 0 4-
) Q
C

 8 6
rt

s,
(5

).
.c

'=
a)

2 
c

o_

14 12 10

15

4

dr
aw

in
g 

on
 th

es
e 

pr
og

ra
m

s 
w

ill

in
cr

ea
se

. T
he

 C
on

gr
es

si
on

al

B
ud

ge
t O

ff
ic

e 
es

tim
at

es
 th

at
 in

20
05

le
ss

 th
an

 a
 d

ec
ad

e 
fr

om
no

w
th

es
e 

pr
og

ra
m

s 
w

ill
co

ns
um

e 
al

m
os

t 7
5 

pe
rc

en
t o

f
fe

de
ra

l r
ev

en
ue

s.
 T

hi
s 

va
st

 in
te

r-

ge
ne

ra
tio

na
l t

ra
ns

fe
r 

of
 w

ea
lth

 is

sq
ue

ez
in

g 
hi

gh
er

 e
du

ca
tio

n 
ou

t
of

 th
e 

fe
de

ra
l b

ud
ge

t.

ci
;

o
O

O
O

S
ta

te
P

F
ed

er
al

Lo
ca

l
.
''''

''''
''''

'''
..

...
...

...
..

...
19

60
19

64
19

68
19

72
19

76
19

80
19

84
19

88
19

92

fig
ur

e 
9S

ha
re

 o
f P

er
so

na
l I

nc
om

e 
A

llo
ca

te
d

to
 H

ig
he

r

E
du

ca
tio

n 
S

in
ce

 1
96

0



10
0 80 60 40 20

0
19

65
19

95
20

05

fi
gu

re
 1

0E
ro

si
on

 o
f 

fe
de

ra
l B

ud
ge

ta
ry

 D
is

cr
et

io
n 

by
 E

nt
itl

em
en

ts

T
he

 s
itu

at
io

n 
at

 th
e 

st
at

e 
an

d
lo

ca
l l

ev
el

s 
is

 v
er

y 
si

m
ila

r.
 L

ik
e

th
e 

fe
de

ra
l g

ov
er

nm
en

t, 
st

at
e

an
d 

lo
ca

l g
ov

er
nm

en
ts

 a
re

in
cr

ea
si

ng
ly

 a
llo

tti
ng

 g
re

at
er

sh
ar

es
 o

f 
th

ei
r 

bu
dg

et
s 

to
 h

ea
lth

an
d 

w
el

fa
re

 p
ro

gr
am

s.
 A

nd
 th

e

pl
ig

ht
 o

f 
hi

gh
er

 e
du

ca
tio

n 
in

st
at

e 
an

d 
lo

ca
l b

ud
ge

t b
at

tle
s 

is

ex
ac

er
ba

te
d 

by
 r

ap
id

 in
cr

ea
se

s 
in

sp
en

di
ng

 o
n 

co
rr

ec
tio

ns
, m

ai
nl

y

pr
is

on
s.

 F
ig

ur
e 

11
 s

ho
w

s 
th

e

di
st

ri
bu

tio
n 

of
 s

ta
te

 g
ov

er
nm

en
t

sp
en

di
ng

 o
n 

hi
gh

er
 e

du
ca

tio
n,

he
al

th
 a

nd
 w

el
fa

re
, a

nd
 c

or
re

c-

tio
ns

 f
ro

m
 1

97
6 

to
 1

99
5 

an
d

ex
tr

ap
ol

at
es

 th
e 

tr
en

ds
 th

ro
ug

h

20
15

 to
 in

di
ca

te
 th

ei
r 

co
ns

e-

qu
en

ce
s.

C
le

ar
ly

, g
ov

er
nm

en
t s

up
po

rt
 f

or

hi
gh

er
 e

du
ca

tio
n 

ha
s 

de
cl

in
ed

bo
th

 e
co

no
m

ic
al

ly
 a

nd
 p

ol
iti

ca
lly

ov
er

 a
 lo

ng
 p

er
io

d,
 a

nd
 it

 w
ill

 b
e

di
ff

ic
ul

t t
o 

br
in

g 
it 

ba
ck

 to
 p

re
vi

-

ou
s 

le
ve

ls
. N

ow
 th

at
 th

er
e 

ar
e

st
ri

ng
en

t f
is

ca
l l

im
its

 o
n 

pu
bl

ic

re
so

ur
ce

s,
 th

e 
go

ve
rn

m
en

t i
s

be
gi

nn
in

g 
to

 a
sk

 th
e 

sa
m

e 
ki

nd
s

of
 q

ue
st

io
ns

 o
f 

co
lle

ge
s 

an
d 

un
i-

ve
rs

iti
es

 th
at

 it
 h

as
 a

sk
ed

 o
f 

th
e

he
al

th
 c

ar
e 

in
du

st
ry

qu
es

tio
ns

10
0

80 60 40 20 0 19
76

 1
98

0
19

85
19

90
19

95
20

00
20

05
20

10
20

15

ab
ou

t c
os

t, 
pr

od
uc

tiv
ity

, e
ff

ic
ie

n-

cy
, a

nd
 e

ff
ec

tiv
en

es
s.

 U
nt

il

in
st

itu
tio

ns
 o

f 
hi

gh
er

 e
du

ca
tio

n
ca

n 
pr

ov
id

e 
go

od
 a

ns
w

er
s 

to

su
ch

 q
ue

st
io

ns
, i

t w
ill

 b
e 

di
ff

ic
ul

t
to

 in
cr

ea
se

 p
ub

lic
 s

up
po

rt
 a

nd

to
 r

eg
ai

n 
th

e 
pr

io
ri

ty
 f

or
m

er
ly

gi
ve

n 
to

 h
ig

he
r 

ed
uc

at
io

n 
in

 f
ed

-

er
al

, s
ta

te
, a

nd
 lo

ca
l b

ud
ge

ts
.

or
re

ct
io

ns

H
ea

lth
 a

nd
 w

el
fa

re

16

fig
ur

e 
11

D
is

tr
ib

ut
io

n 
of

 S
la

te
 E

xp
en

di
tu

re
s



T
ui

tio
n 

G
ro

w
th

 a
nd

 If
s

E
ffe

ct
 o

n 
A

cc
es

s

B
ec

au
se

 g
ov

er
nm

en
t f

un
di

ng
 h

as

no
t k

ep
t p

ac
e 

w
ith

 c
os

ts
, a

ll

in
st

itu
tio

ns
 h

av
e 

ha
d 

to
 in

cr
ea

se

tu
iti

on
 a

nd
 f

ee
s.

 T
he

 to
p 

lin
e

in
 F

ig
ur

e 
12

 p
lo

ts
 th

es
e 

in
cr

ea
se

s

as
 a

 d
ep

ar
tu

re
 f

ro
m

 tu
iti

on
 a

nd

2.
5

2.
0

1.
5

1.
0

0.
5 0

fe
es

 c
ha

rg
ed

 in
 1

97
6.

 L
ik

e

go
ve

rn
m

en
t f

un
di

ng
 a

nd
 c

os
ts

,

tu
iti

on
 g

re
w

 a
t a

bo
ut

 th
e 

ra
te

of
 in

fl
at

io
n 

du
ri

ng
 th

e 
la

te

19
70

s,
 b

ut
 a

s 
co

st
s 

be
ga

n 
to

gr
ow

 in
 th

e 
ea

rl
y 

19
80

s,
 s

o

di
d 

tu
iti

on
. B

y 
19

94
, t

ui
tio

n
an

d 
fe

es
 h

ad
 r

is
en

 b
y 

m
or

e

th
an

 1
00

 p
er

ce
nt

 c
om

pa
re

d
to

 1
97

6.
5

R
ea

l t
ui

tio
n 

pe
r

st
ud

en
t

1
1

I
i

I

R
ea

l c
os

t p
er

st
ud

en
t

R
ea

l g
ov

er
nm

en
t

su
pp

or
t p

er
st

ud
en

t

1
1

I
I

I

19
76

 1
97

8 
19

80
 1

98
2 

19
84

 1
98

6 
19

88
 1

99
0 

19
92

 1
99

4

fig
ur

e 
12

G
ro

w
th

 o
f T

ui
tio

n

If
 a

pp
ro

pr
ia

te
 s

te
ps

 a
re

 n
ot

ta
ke

n,
 h

ig
he

r 
ed

uc
at

io
n 

co
ul

d

be
co

m
e 

so
 e

xp
en

si
ve

 th
at

 m
il-

lio
ns

 o
f 

st
ud

en
ts

 w
ill

 b
e 

de
ni

ed

ac
ce

ss
. A

ve
ra

ge
 r

ea
l t

ui
tio

n 
pe

r

st
ud

en
t, 

ad
ju

st
ed

 f
or

 in
fl

at
io

n,
ap

pr
ox

im
at

el
y 

do
ub

le
d 

in
 th

e

20
 y

ea
rs

 f
ro

m
 1

97
6 

to
 1

99
5.

Fi
gu

re
 1

3 
sh

ow
s 

th
at

 if
 it

 d
ou

-
bl

es
 a

ga
in

 in
 th

e 
ne

xt
 2

0-
ye

ar

pe
ri

od
 (

19
96

 to
 2

01
5)

, a
bo

ut
6.

7 
m

ill
io

n 
st

ud
en

ts
 w

ill
 b

e
pr

ic
ed

 o
ut

 o
f 

th
e 

sy
st

em
. I

n

ot
he

r 
w

or
ds

, a
bo

ut
 o

ne
 o

ut
 o

f
ev

er
y 

tw
o 

pe
op

le
 w

e 
w

ou
ld

ex
pe

ct
 to

 s
ee

k 
a 

co
lle

ge
 e

du
ca

-

tio
n 

w
ill

 n
ot

 b
e 

ab
le

 to
 p

ay
 f

or

it.
 E

ve
n 

if
 tu

iti
on

 in
cr

ea
se

s 
by

on
ly

 2
5 

pe
rc

en
t o

ve
r 

th
e 

20

ye
ar

s,
 o

ne
 o

ut
 o

f 
fi

ve
 s

tu
de

nt
s

w
ill

 b
e 

ex
cl

ud
ed

.

T
he

 c
on

se
qu

en
ce

s 
of

 s
uc

h

ex
cl

us
io

n 
w

ill
 n

ot
 b

e 
co

nf
in

ed

to
 th

e 
af

fe
ct

ed
 s

tu
de

nt
 p

op
ul

a-
tio

n.
 T

ho
se

 w
ho

 a
re

 d
en

ie
d

ac
ce

ss
 to

 c
ol

le
ge

 m
ig

ht
 n

ot
 b

e

ab
le

 to
 a

ff
or

d 
to

 s
en

d 
th

ei
r

ch
ild

re
n 

to
 c

ol
le

ge
 2

0 
ye

ar
s

la
te

r.
 T

he
 s

oc
ia

l a
nd

 e
co

no
m

ic

ill
s 

ge
ne

ra
te

d 
by

 in
ad

eq
ua

te

le
ve

ls
 o

f 
ed

uc
at

io
n 

w
ill

 r
ev

er
-

be
ra

te
 th

ro
ug

h 
su

cc
es

si
ve

 g
en

-

er
at

io
ns

.

In
cr

ea
se

d 
pr

iv
at

e 
se

ct
or

 s
up

po
rt

of
 h

ig
he

r 
ed

uc
at

io
n 

by
 a

lu
m

ni
,

ot
he

r 
in

di
vi

du
al

s,
 c

or
po

ra
tio

ns
,

an
d 

fo
un

da
tio

ns
 c

an
 h

el
p 

an
d

ha
s 

do
ne

 s
o 

al
re

ad
y:

 p
ri

va
te

gr
an

ts
, g

if
ts

, a
nd

 e
nd

ow
m

en
t

in
co

m
e 

ha
ve

 r
ou

gh
ly

 d
ou

bl
ed

ov
er

 th
e 

pa
st

 tw
o 

de
ca

de
s.

5F
ig

ur
e 

12
 s

ho
w

s 
gr

os
s 

tu
iti

on
 r

ev
en

ue
 p

er
 s

tu
de

nt
 a

nd
 th

us
 d

oe
s 

no
t s

pe
ak

, f
or

ex
am

pl
e,

 to
 th

e 
in

cr
ea

si
ng

 e
ff

or
ts

 o
f 

pr
iv

at
e 

in
st

itu
tio

ns
 to

 lo
w

er
 n

et
 tu

iti
on

 p
ri

ce
 to

m
an

y 
st

ud
en

ts
. F

ew
 s

tu
de

nt
s 

ac
tu

al
ly

 p
ay

 th
e 

fu
ll 

pr
ic

e 
of

 tu
iti

on
. I

nd
ee

d,
 o

ne
 r

ea
so

n
fo

r 
tu

iti
on

 in
cr

ea
se

s 
is

 th
at

 u
ni

ve
rs

iti
es

 a
nd

 c
ol

le
ge

s 
ar

e 
at

te
m

pt
in

g 
to

 m
ai

nt
ai

n 
ac

ce
ss

fo
r 

lo
w

-i
nc

om
e 

st
ud

en
ts

 b
y 

su
bs

tit
ut

in
g 

ai
d 

pa
ck

ag
es

 f
or

 lo
st

 s
ta

te
 s

up
po

rt
.

( 
4

1:
'

17



14 12 10 8 6 2

41
11

,

E
st

im
at

ed
 e

ffe
ct

--
""

 ft
. af

t,
of

 tu
iti

on
 in

cr
ea

se
s

la
m

p
N

O
M

.
on

 e
nr

ol
lm

en
t

E
nr

ol
lm

en
t l

ev
el

 r
eq

ui
re

d
to

 m
ai

nt
ai

n 
cu

rr
en

t
pa

rt
ic

ip
at

io
n 

ra
te

s

i
I
it

20
40

60
80

P
er

ce
nt

ag
e 

of
 r

ea
l i

nc
re

as
e 

in
 tu

iti
on

 o
ve

r 
19

95
 le

ve
l

fig
ur

e 
13

E
ffe

ct
 o

f I
nc

re
as

in
g 

T
ui

tio
n 

on
 E

nr
ol

lm
en

t

H
ow

ev
er

, i
n 

19
95

, t
he

y 
pr

ov
id

ed

on
ly

 8
 p

er
ce

nt
 o

f 
hi

gh
er

 e
du

ca
tio

n'
s

re
ve

nu
es

al
m

os
t t

he
 s

am
e 

pe
rc

en
t-

ag
e 

as
 th

ey
 p

ro
vi

de
d 

in
 1

97
5.

 T
hi

s
pr

iv
at

e 
se

ct
or

 a
nd

 e
nd

ow
m

en
t

in
co

m
e 

re
pr

es
en

ts
 a

 r
el

at
iv

el
y 

sm
al

l

10
0

pr
op

or
tio

n 
of

 th
e 

to
ta

l h
ig

he
r

ed
uc

at
io

n 
bu

dg
et

 a
nd

 is
 m

or
e

co
nc

en
tr

at
ed

 in
 th

e 
pr

iv
at

e,
 r

el
a-

tiv
el

y 
el

ite
, a

nd
 w

ea
lth

y 
in

st
itu

-
tio

ns
 th

at
 s

er
ve

 a
 s

m
al

le
r 

sh
ar

e

of
 th

e 
to

ta
l s

tu
de

nt
 p

op
ul

at
io

n.
6

T
he

 B
ot

to
m

 L
in

e

G
iv

en
 f

un
di

ng
 p

ro
je

ct
io

ns
, i

t w
ill

be
 e

xt
re

m
el

y 
di

ff
ic

ul
t e

ve
n 

to

m
ai

nt
ai

n 
to

da
y'

s 
en

ro
llm

en
t

ra
te

s,
 le

t a
lo

ne
 p

ro
vi

de
 f

or
 th

os
e

of
 th

e 
fu

tu
re

. F
ig

ur
e 

14
 s

ho
w

s

th
e 

di
m

en
si

on
s 

of
 th

e 
pr

ob
le

m
.

U
nt

il 
no

w
, i

ns
tit

ut
io

ns
 h

av
e 

be
en

pa
yi

ng
 f

or
 r

is
in

g 
co

st
s 

by
 s

ha
rp

tu
iti

on
 in

cr
ea

se
s;

 h
ow

ev
er

, s
uc

h

in
cr

ea
se

s 
w

ill
 s

ho
rt

ly
 b

eg
in

 to

ke
ep

 A
m

er
ic

an
s 

fr
om

 p
ur

su
in

g
hi

gh
er

 e
du

ca
tio

n.
 I

f 
fu

tu
re

tu
iti

on
 in

cr
ea

se
s 

ar
e 

ca
pp

ed
 a

t

th
e 

ra
te

 o
f 

in
fl

at
io

n,
 th

e 
hi

gh
er

ed
uc

at
io

n 
se

ct
or

 w
ill

 f
ac

e 
a 

m
as

-

si
ve

 s
ho

rt
fa

ll 
of

 r
es

ou
rc

es
 b

y 
th

e

ye
ar

 2
01

5.

In
 1

99
5 

do
lla

rs
, h

ig
he

r 
ed

u-
ca

tio
n 

w
ill

 h
av

e 
to

 s
pe

nd

ab
ou

t $
15

1 
bi

lli
on

 in
 2

01
5

to
 s

er
ve

 f
ut

ur
e 

st
ud

en
ts

 if
co

st
s 

co
nt

in
ue

 to
 g

ro
w

 a
t

cu
rr

en
t r

at
es

. A
ss

um
in

g 
th

at

pu
bl

ic
 a

pp
ro

pr
ia

tio
ns

 to
hi

gh
er

 e
du

ca
tio

n 
co

nt
in

ue
 to

fo
llo

w
 c

ur
re

nt
 tr

en
ds

, g
ov

-

er
nm

en
t f

un
di

ng
 w

ill
 b

e
ab

ou
t $

47
 b

ill
io

n 
in

 th
at

ye
ar

. T
ui

tio
n,

 g
ra

nt
s,

 a
nd

en
do

w
m

en
t i

nc
om

e 
w

ill

ac
co

un
t f

or
 a

no
th

er
 $

66
 b

il-

lio
n.

 I
n 

ot
he

r 
w

or
ds

, t
he

hi
gh

er
 e

du
ca

tio
n 

se
ct

or
 w

ill

fa
ce

 a
 f

un
di

ng
 s

ho
rt

fa
ll 

of

ab
ou

t $
38

 b
ill

io
na

lm
os

t a
qu

ar
te

r 
of

 w
ha

t i
t w

ill
 n

ee
d.

Fo
r 

tr
en

ds
 in

 p
ri

va
te

 g
iv

in
g,

 s
ee

 V
ol

un
ta

ry
 S

up
po

rt
 o

f 
E

du
ca

tio
n,

 C
ou

nc
il 

fo
r

A
id

 to
 E

du
ca

tio
n,

 N
ew

 Y
or

k,
 a

nn
ua

l. 
(S

ee
 a

ls
o 

w
w

w
.c

ae
.o

rg
.)



16
0

14
0

12
0

10
0 80 60 40 20 0 19

76

F
ut

ur
e 

co
st

s 
as

su
m

in
g

cu
rr

en
t s

tr
uc

tu
re

19
80

19
85

19
90

19
95

20
00

20
05

20
10

fig
ur

e 
14

fu
nd

in
g 

S
ho

rt
fa

ll 
fa

ci
ng

 H
ig

he
r 

E
du

ca
tio

n
in

 th
e 

N
ex

t 2
0 

Y
ea

rs

Pr
es

id
en

t C
lin

to
n 

pr
op

os
ed

si
gn

if
ic

an
t i

nc
re

as
es

 in
 f

ed
er

al

st
ud

en
t a

id
 p

ro
gr

am
s 

in
 h

is
St

at
e 

of
 th

e 
U

ni
on

 m
es

sa
ge

 in

Ja
nu

ar
y 

19
97

. F
ig

ur
e 

15
 o

ff
er

s

20
15

an
 in

iti
al

 e
st

im
at

e 
of

 h
ow

 f
ar

hi
s 

pr
op

os
al

 w
ou

ld
 g

o 
to

w
ar

d

fi
lli

ng
 th

e 
sh

or
tf

al
l. 

W
hi

le
 it

is
 c

le
ar

ly
 a

 s
te

p 
in

 th
e 

ri
gh

t

di
re

ct
io

n,
 th

e 
ad

de
d 

fu
nd

in
g

fa
lls

 f
ar

 s
ho

rt
 o

f 
w

ha
t w

ill
 b

e

ne
ed

ed
 if

 in
st

itu
tio

ns
 d

o 
no

t
fi

nd
 a

 w
ay

 to
 c

on
tr

ol
 c

os
ts

.

M
or

eo
ve

r,
 m

os
t o

f 
th

e 
in

cr
ea

se
s

in
 C

lin
to

n'
s 

pr
op

os
al

 a
re

 in

9

16
0

14
0

12
0

10
0 80 60 40 20

0 19
76

 1
98

0
19

85
19

90
19

95
20

00
20

05
20

10
20

15

th
e 

fo
rm

 o
f 

ta
x 

cr
ed

its
, w

hi
ch

w
ill

 b
en

ef
it 

m
id

dl
e-

in
co

m
e

gr
ou

ps
 r

at
he

r 
th

an
 th

e 
lo

w
er

-

in
co

m
e 

gr
ou

ps
 w

e 
ha

ve
 s

in
gl

ed

ou
t f

or
 a

tte
nt

io
n.

F
ut

ur
e 

co
st

s 
as

su
m

in
g

cu
rr

en
t s

tr
uc

tu
re

P
re

si
de

nt
's

 p
ro

po
sa

l

tv
ilM

*
.

.

fig
ur

e 
15

E
ffe

ct
 o

f P
re

si
de

nt
 C

lin
to

n'
s 

P
ro

po
sa

l

l.?



In
st

itu
tio

na
l R

oa
db

lo
ck

s

G
iv

en
 th

e 
m

ag
ni

tu
de

 o
f 

th
e

de
fi

ci
t f

ac
in

g 
A

m
er

ic
an

 c
ol

le
ge

s

an
d 

un
iv

er
si

tie
s,

 it
 is

 s
ur

pr
is

in
g

th
at

 th
es

e 
in

st
itu

tio
ns

 h
av

e 
no

t
ta

ke
n 

m
or

e 
se

ri
ou

s 
st

ep
s 

to

in
cr

ea
se

 p
ro

du
ct

iv
ity

 w
ith

ou
t s

ac
-

ri
fi

ci
ng

 q
ua

lit
y.

8 
M

an
y 

ha
ve

ad
op

te
d 

co
st

-s
av

in
g 

m
ea

su
re

s,

su
ch

 a
s 

fo
rc

ed
 r

et
ir

em
en

ts
 a

nd

hi
ri

ng
 f

re
ez

es
, b

ut
 m

os
t o

f 
th

es
e

ac
tio

ns
 h

av
e 

be
en

 p
ar

tia
l a

nd
ad

 h
oc

.

T
he

 m
ai

n 
re

as
on

 w
hy

 in
st

itu
tio

ns

ha
ve

 n
ot

 ta
ke

n 
m

or
e 

ef
fe

ct
iv

e

ac
tio

n 
is

 th
ei

r 
ou

tm
od

ed
 g

ov
er

-

na
nc

e 
st

ru
ct

ur
ei

.e
., 

th
e 

de
ci

-
si

on
-m

ak
in

g 
un

its
, p

ol
ic

ie
s,

 a
nd

pr
ac

tic
es

 th
at

 c
on

tr
ol

 r
es

ou
rc

e

al
lo

ca
tio

n 
ha

ve
 r

em
ai

ne
d 

la
rg

el
y

un
ch

an
ge

d 
si

nc
e 

th
e 

st
ru

ct
ur

e'
s

es
ta

bl
is

hm
en

t i
n 

th
e 

19
th

 c
en

tu
-

ry
. D

es
ig

ne
d 

fo
r 

an
 e

ra
 o

f
gr

ow
th

, t
he

 c
ur

re
nt

 s
tr

uc
tu

re
 is

cu
m

be
rs

om
e 

an
d 

ev
en

 d
ys

fu
nc

-

tio
na

l i
n 

an
 e

nv
ir

on
m

en
t o

f 
sc

ar
ce

re
so

ur
ce

s.
 I

n 
fa

ct
, i

m
pe

di
m

en
ts

to
 c

ha
ng

e 
ar

e 
bu

ilt
 in

to
 th

e 
m

an
-

ag
em

en
t a

ss
um

pt
io

ns
 a

nd
 p

ra
c-

tic
es

 o
f 

co
lle

ge
s 

an
d 

un
iv

er
si

tie
s.

In
 th

at
 s

en
se

, h
ig

he
r 

ed
uc

at
io

n 
is

a 
pr

im
e 

ex
am

pl
e 

of
 a

 p
ub

lic
-s

ec
-

to
r 

in
st

itu
tio

n 
st

ru
gg

lin
g 

to
 d

ea
l

w
ith

 a
 c

ha
ng

ed
 e

nv
ir

on
m

en
t.

T
he

 a
ca

de
m

ic
 d

ep
ar

tm
en

t, 
fo

r

ex
am

pl
e,

 w
hi

ch
 is

 th
e 

he
ar

t o
f

th
e 

cu
rr

en
t g

ov
er

na
nc

e 
st

ru
ct

ur
e,

is
 b

as
ed

 o
n 

th
e 

as
su

m
pt

io
n 

th
at

fa
cu

lty
 m

em
be

rs
 s

ho
ul

d 
go

ve
rn

th
em

se
lv

es
, m

ak
in

g 
al

l d
ec

is
io

ns

ab
ou

t w
ha

t s
ho

ul
d 

be
 ta

ug
ht

,

w
ho

 s
ho

ul
d 

be
 h

ir
ed

, a
nd

 s
o

fo
rt

h.
 T

he
 c

on
tin

ue
d 

sw
ay

 o
f

th
e 

de
pa

rt
m

en
t m

ig
ht

 b
e 

ju
st

if
ie

d

if
 d

ep
ar

tm
en

ts
 w

er
e 

tr
ul

y 
au

to
-

no
m

ou
s.

 I
n 

re
al

ity
, h

ow
ev

er
,

th
ey

 f
un

ct
io

n 
as

 p
ar

ts
 o

f 
a 

gr
ea

te
r

w
ho

le
on

e 
on

 w
hi

ch
 th

ey
 a

re
fi

na
nc

ia
lly

 d
ep

en
de

nt
.

B
es

id
es

 b
ei

ng
 d

ec
en

tr
al

iz
ed

 a
nd

de
pa

rt
m

en
ta

liz
ed

, i
ns

tit
ut

io
ns

ar
e 

a 
m

az
e 

of
 h

ie
ra

rc
hi

ca
l s

tr
uc

-

tu
re

s 
op

er
at

in
g 

in
de

pe
nd

en
tly

 o
f

on
e 

an
ot

he
r.

 T
he

 d
ea

n 
of

 a
 c

ol
-

le
ge

 o
f 

ar
ts

 a
nd

 s
ci

en
ce

s 
al

lo
ca

te
s

re
so

ur
ce

s 
am

on
g 

se
ve

ra
l d

oz
en

so
ci

al
 s

ci
en

ce
, h

um
an

iti
es

, l
if

e

sc
ie

nc
e,

 a
nd

 p
hy

si
ca

l s
ci

en
ce

de
pa

rt
m

en
ts

. T
he

 d
ea

n 
of

 e
ng

i-
ne

er
in

g 
do

es
 th

e 
sa

m
e 

fo
r 

a 
va

ri
-

et
y 

of
 e

ng
in

ee
ri

ng
 p

ro
gr

am
s.

A
nd

 th
e 

vi
ce

 p
re

si
de

nt
 f

or
 o

pe
r-

at
io

ns
 m

an
ag

es
 f

ac
ili

tie
s,

 m
ai

nt
e-

na
nc

e,
 p

ar
ki

ng
, a

nd
 c

am
pu

s

se
cu

ri
ty

. A
dm

in
is

tr
at

or
s 

re
po

rt
up

 o
r 

do
w

n 
th

ei
r 

na
rr

ow
 c

ha
in

s

of
 c

om
m

an
d,

 la
rg

el
y 

ig
no

ra
nt

 o
f

w
ha

t t
ho

se
 in

 o
th

er
 p

ar
ts

 o
f 

th
e

in
st

itu
tio

n 
ar

e 
do

in
g.

W
ha

t i
s 

ne
ed

ed
 n

ow
 is

 a
 s

ys
-

te
m

w
id

e 
pr

oc
es

s 
fo

r 
re

al
lo

ca
tin

g

re
so

ur
ce

s 
am

on
g 

de
pa

rt
m

en
ts

an
d 

ot
he

r 
pa

rt
s 

of
 th

e 
in

st
itu

-
tio

n.
 J

us
t a

s 
su

cc
es

sf
ul

 c
om

pa
-

ni
es

 h
av

e 
le

ar
ne

d 
to

 f
oc

us
 o

n

th
ei

r 
co

re
 c

om
pe

te
nc

ie
st

he
pr

od
uc

ts
 a

nd
 s

er
vi

ce
s 

th
ey

su
pp

ly
 a

t a
 b

et
te

r 
qu

al
ity

 a
nd

lo
w

er
 p

ri
ce

 th
an

 th
ei

r 
co

m
-

pe
tit

or
sh

ig
he

r 
ed

uc
at

io
n

in
st

itu
tio

ns
 a

nd
 s

ys
te

m
s 

ne
ed

to
 r

ee
xa

m
in

e 
th

ei
r 

m
is

si
on

s

an
d 

st
re

am
lin

e 
th

ei
r 

se
rv

ic
es

 to

se
rv

e 
th

os
e 

m
is

si
on

s.
 T

hi
s

ta
sk

 r
eq

ui
re

s 
th

at
 o

pe
ra

tio
ns

be
 s

ee
n 

fr
om

 a
 b

ro
ad

 p
er

sp
ec

-

tiv
e,

 o
ne

 th
at

 w
ill

 le
ad

 to
 s

uc
h

qu
es

tio
ns

 a
s:

 W
hi

ch
 o

f 
ou

r
ce

nt
er

s,
 d

ep
ar

tm
en

ts
, c

ol
le

ge
s,

or
 s

er
vi

ce
s 

en
jo

y 
co

m
pa

ra
tiv

e

ad
va

nt
ag

e 
ov

er
 th

os
e 

of
 o

th
er

ed
uc

at
io

n 
or

 tr
ai

ni
ng

 in
st

itu
-

tio
ns

? 
W

ou
ld

 a
no

th
er

 c
la

ss
ic

s

pr
of

es
so

r 
co

nt
ri

bu
te

 to
 th

e

8B
y 

in
cr

ea
se

s 
in

 p
ro

du
ct

iv
ity

 w
e 

m
ea

n 
a 

m
ea

su
ra

bl
e 

re
du

ct
io

n 
in

 c
os

ts
 a

ch
ie

ve
d 

w
hi

le
m

ai
nt

ai
ni

ng
 o

r 
im

pr
ov

in
g 

ef
fe

ct
iv

en
es

s 
w

ith
ou

t s
ac

ri
fi

ci
ng

 q
ua

lit
y.

20



ed
uc

at
io

na
l m

is
si

on
 m

or
e 

th
an

an
ot

he
r 

m
at

he
m

at
ic

s 
pr

of
es

so
r?

M
or

e 
th

an
 a

cq
ui

ri
ng

 a
dd

iti
on

al

eq
ui

pm
en

t f
or

 th
e 

ge
op

hy
si

cs

la
bo

ra
to

ry
? 

M
or

e 
th

an
ex

pa
nd

in
g 

th
e 

st
ud

en
t c

ou
ns

el
-

in
g 

pr
og

ra
m

? 
M

or
e 

th
an

re
pa

ir
in

g 
cl

as
sr

oo
m

 a
nd

 d
or

m
i-

to
ry

 r
oo

fs
?9

T
he

 c
ur

re
nt

 g
ov

er
na

nc
e 

st
ru

c-
tu

re
 a

ct
ua

lly
 p

re
ve

nt
s 

in
st

itu
-

tio
ns

 a
nd

 in
st

itu
tio

na
l s

ys
te

m
s

fr
om

 a
sk

in
g 

su
ch

 q
ue

st
io

ns
.

M
or

eo
ve

r,
 f

in
di

ng
 a

ns
w

er
s 

fo
r

th
es

e 
ty

pe
s 

of
 q

ue
st

io
ns

 w
ill

re
qu

ir
e 

no
t o

nl
y 

a 
ne

w
 d

ec
i-

si
on

-m
ak

in
g 

pr
oc

es
s,

 b
ut

 a

co
nc

er
te

d 
ef

fo
rt

 to
 g

en
er

at
e

da
ta

 o
n 

th
e 

co
st

s 
an

d 
be

ne
fi

ts

of
 p

ro
vi

di
ng

 d
if

fe
re

nt
 s

er
vi

ce
s.

W
ith

 th
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-
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 c
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e 
po

te
nt

ia
l a

llo
ca

tio
ns

be
in

g 
co

ns
id

er
ed

.

C
le

ar
ly

, t
he

se
 r

oa
db

lo
ck

s 
ne

ed

to
 b
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 b
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m
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 b
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 c
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 m
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, p
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 p
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 f
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 p
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e 

hi
gh

er
ed

uc
at

io
n 

se
ct

or
 is

 to
 g

et
 a

 s
ym

-

pa
th

et
ic

 e
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 f
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 c
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 c
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 c
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l c
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 c
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 d
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 c
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e
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w
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.
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l l
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 m
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 m
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, b
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at
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 f
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 b
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 c
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 c
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R
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ra
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 b
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 C
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 p
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t c
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 c
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 r
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 w
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.
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 p
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t b
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 p
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 o
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m
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tin
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 c
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n 
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d 
go
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 f
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l r
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 p
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at
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 f
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 c
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A
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 o
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re
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 p
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 p
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l s
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 p
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ey

 w
ou

ld
 h

av
e

al
lo

w
ed

 p
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 s
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ra
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 c
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 p
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l o
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e 

be
lie

ve
 it

 is
 a

re
as

on
ab

le
 g

oa
l f

or
 th
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l l
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 m
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 o
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m
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 c
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tio

na
l p

hi
l-

an
th

ro
py

 f
or

 th
e 

fu
nd

in
g 

co
m

m
un

ity
, f

or
 e

du
ca

to
rs

 a
nd

 e
du

ca
tio

n

po
lic

ym
ak

er
s,

 a
nd

 f
or

 g
ov

er
nm

en
t d

ec
is

io
n 

m
ak

er
s;

It
 o

ff
er

s 
an

al
ys

is
 a

nd
 c

om
m

en
ta

ry
 o

n 
ke

y 
as

pe
ct

s 
of

 e
du

ca
tio

n

po
lic

y 
an

d 
pr

ac
tic

e.

C
A

E
 a

ct
iv

iti
es

 a
re

 s
up

po
rt

ed
 b

y 
gr

an
ts

 a
nd

 d
on

at
io

ns
 f

ro
m

 c
or

po
ra

tio
ns

an
d 

pr
iv

at
e 

fo
un

da
tio

ns
 a

nd
 b

y 
th

e 
sa

le
 o

f 
pu

bl
ic

at
io

ns
 a

nd
 s

er
vi

ce
s.

T
he

 C
ou

nc
il 

di
ss

em
in

at
es

 it
s 

w
or

k 
w

id
el

y 
to

 c
or

po
ra

tio
ns

, t
he

 e
du

ca
tio

n

co
m

m
un

ity
, t

he
 m

ed
ia

, a
nd

 th
e 

ge
ne

ra
l p

ub
lic

.

C
A

E
 is

 a
n 

in
de

pe
nd

en
t s

ub
si

di
ar

y 
of

 R
A

N
D

, a
 n

on
pr

of
it 

in
st

itu
tio

n

th
at

 s
ee

ks
 to

 im
pr

ov
e 

pu
bl

ic
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ol
ic

y 
th

ro
ug

h 
re

se
ar

ch
 a

nd
 a

na
ly

si
s.
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